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Nearly 19,000 share owners attended the 1961 annual meeting of A. T. & T. This was the largest 


attendance ever recorded by any business. There was full and free discussion of many matters—evidence of democracy at work. 


Now...2,000,000 Bell Telephone Share Owners 





A NEW MILESTONE IN DEMOCRACY 
AND AMERICAN BUSINESS 


The ownership of the country’s 
largest business by over two million 
people is a dramatic testimonial to 
the American economic system. Here, 
for all the world to see, is democracy 
at work. 

The result is a communications 
service of increasing value to both 
the public and business and a vital 
element in national defense. 

The owners of American Telephone 
and Telegraph Company stock are 
people in all walks of life, in every 
section of the country. 


BELL 


A great many are small share own- 
ers. About 290,000 own fewer than 
ten shares. 42% are women. An ad- 
ditional 31% are joint accounts, gen- 
erally in the names of husband and 
wife. More than 300,000 are tele- 
phone employees. 

In addition to the direct owners, 
many millions of other people have an 
important, beneficial interest through 
the holdings of their insurance com- 
panies, pension funds, investment 
companies, unions, savings banks, etc. 


Without the money that A. T. & T. 


share owners have put in the business, 
you could not possibly have the tele- 
phone service you enjoy today. Nor 
would there be work and wages for 
over 730,000 employees. 

This year alone share owners have 
furnished $961,000,000 in new capi- 
tal by subscribing to A. T. & T. stock. 

Given the opportunity to plan 
boldly for the future—and with earn- 
ings on a level that makes such prog- 
ress possible — you can be sure that we 
will make further contributions to the 
growth and security of the nation. 
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Southern California i 
+ ye ’ ¥ is 
Edison Company 


DIVIDENDS ee 
The Board of Directors has 
authorized the payment of 
the following quarterly divi 
dends 








CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
Dividend No. 46 
25 cents per share; 


4.24% SERIES 
Dividend No. 23 
26/2 cents per share; 
4.78% SERIES 
Dividend No. 15 
297/g cents per share; 
4.889, SERIES 
Dividend No. 55 
30%) cents per shore 

















The above dividends are pay- 
able August 31, 1961, to stock- 
holders of record August 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles yaad 31. 

















Treasurer 





P. C, HALE, 





20, 1961 





July 








h. J. Reynolds 
Tobacco Company 


Mokers of 
Camel, Winston, Salem & Cavalier 
cigarettes 
Prince Albert, George Washington 
Carter Hall 
smoking tobacco 














QUARTERLY DIVIDEND 
A quarterly dividend of 75c 
per share has been declared 
on the Common Stock of the 
Company, payable September 
5, 1961 to stockholders of rec- 
ord at the close of business 
August 15, 1961. 

WILLIAM R. LYBROOK, 

Secretary 

Winston-Salem, N. C. 
July 13, 1961 


Sixty-one Consecutive Years of 


Cash Dividend Paypents 
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C. G. Wyckorr, Editor-Publisher 


The Trend of Events 


TO “BURY” KHRUSHCHEV — BUT NOT THE RUSSIAN 
PEOPLE .. . Time is with the United States if we 
properly use it to exploit the intensely dramatic ex- 
amples that clearly testify to the superiority of our 
free enterprise system as compared with the Com- 
munist way of life that Mr. K. extolls. Let’s use 
them and we'll see how long Khrushchev continues 
to make history before history finally defeats him. 

An epic story of significant proportions is to be 
found in the flight of the starving East Germans 
toward the liberty, freedom and prosperity of West 
Berlin and West Germany. 

The difference between the welfare of the people 
who have been living side-by-side under the two 
systems is staggering. And yet this is only one 
instance out of the many in which we can rub 
Khrushchev’s face, to prove that his system is a 
complete and utter failure. 

To begin with, the practice of Communism is 
against the instincts of human nature, and the fact 
that it can only be enforced by the ruthless secret 
police of a totalitarian state, 


For this purpose there are many striking examples 
comparable to the East-West German situation. Par- 
ticularly apropos, is the contrast between Japan, 
which adopted free enterprise under the tutelage of 
General Douglas MacArthur, and prospered—as com- 
pared with still poverty-stricken India, that leans 
far left in the direction of so-called socialism, 
and has been steadily moving into the embrace of 
Communism, propelled by Krishna Menon, whose 
intolerable arrogance was recently emphasized in 
Geneva, where his suggestion for a settlement in 
Laos was merely a duplicate of the previous Com- 
munist demands. 

Much has been said about India’s huge population 
being an economic liability, but it must be noted 
that Japan is more densely populated, and although 
lacking in natural resources, has actually achieved 
a relatively high standard of living for its in- 
habitants. 

India, on the contrary, is still in the throes of 
solving its problems. This enormous state, with its 

teeming mass of 400 million 





speaks volumes for its fa‘lure 
politically as well as econ- 
omically. So far our govern- 
ment has concentrated on the 
political aspects, but much 
more can be accomplished at 
this time by calling world at- 
tention—through a crash prop- 
aganda program—to the econ- 
omic disasters that follow in 
the wake of Communism. 


investors and 


tomorrow’s 
regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
businessmen. 
abreast of the forces that may shape 
markets, 


souls, and a vastness that ex- 
tends from the icebound Hi- 
malayas to the equatoriai 
seas, is far more richly en- 
dowed than Japan. The coun- 
try actually posseses great 
natural wealth: a huge mar- 
ket, extensive raw materials, 
valuable mineral deposits, be- 
sides the enormous fortunes 
of its erstwhile princes and 


To leep 


don’t miss this 
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many large factories established under the aegis of 
its former British rulers. 

But Nehru, rather than encourage further pro- 
gress by the time-tested free enterprise system, 
has elected to penalize initiative and investment by 
avowedly socialistic policies. It is true that certain 
dams and other major projects give an impression 
of independent vigor, but these have actually been 
financed largely by U.S..aid and Soviet handouts, 
and, what is more, the government seems to expect 
that the United States will hand it a blank check 
for every one of its recurrent five-year programs. 

In fact, West Germany and other free enterprise 
countries have been called upon to assist in the task 
of supporting India’s socialist programs. And the 
end is not yet in sight. 

But there is beginning to be some recognition of 
the futility of the socialist trend by the 82-year old 
patriarch of Indian politics, founder of Swatantra 
[Freedom Party] affectionately called Rajaji, and 


one of the country’s most prominent champions of 
free enterprise, who believes the Congress Party’s 
government in the name of Socialism will cripple 
India’s future. 

Another example of accomplishment under a free 
society is to be found in the position of the pros- 
perous state of the Phillipines (another MacArthur 
triumph), and the growth and progress being made 
by Hawaii under our guidance, as compared with the 
desperate straits of once prosperous Cuba under the 
yoke of Communism. The answer is clearsand irre- 
futable — that human progress can be achieved best 
under a system of free enterprise and individual 
initiative, as the only way to bring security and a 
better life to mankind. 

It is our obligation and duty to bring this truth 
home to the peoples of the world now surrounded 
by the machinations of the Communist conspiracy, 
and in this way help them to see the light of a 
new day. 





INSIDE STORY OF THE POLITICAL CRISIS IN OTTAWA 


By W. E. Greening 


@ The two philosophies in the dispute between the Cana- 
dian Government and the Governor of the Bank of 


Canada .. 


. what it means to American business and 


the American investor in Canada. 


AMES COYNE, the Governor of the Bank of Can- 

ada, a position in Ottawa which corresponds in 
importance to that of the Head of the Federal Re- 
serve Bank in Washington, has long been noted for 
his original and outspoken views on Canadian fiscal 
and economic isues which he has voiced in public 
many times during the past two years. Mr. Coyne is 
the leader of that group of Canadians who view with 
alarm the American economic penetration of Canada. 

They feel that if this process is allowed to con- 
tinue unchecked during the next few years their 
native country will end by becoming an economic 
and political colony of the United States. 

During the past year, the divergence of opinion 
between Mr. Coyne and the members of the Cana- 
dian Cabinet in Ottawa on this and other questions, 
such as the credit policy of the Canadian Govern- 
ment, has become increasingly evident. This conflict 
finally emerged into the open in June of the present 
year, when Donald Fleming, the Canadian Minister 
of Finance, announced that he was asking Mr. Coyne 
to resign his post as Governor of the Bank of Can- 
ada because of a dispute about the pension due Mr. 
Coyne upon his retirement from office. It was imme- 
diately realized in Ottawa that this was a mere 
pretext on the part of the Diefenbaker Administra- 
tion, which had long wanted to remove Mr. Coyne 
because of the differences of opinion mentioned. 
This action also had a special significance because 
it occurred just before Mr. Fleming was ready to 
submit the 1961 Canadian Budget to the Canadian 
Parliament. 


Coyne Strikes Back 
But Coyne then pursued a course of action almost 
unprecedented in an official of his standing in the 
Canadian Government. He refused to resign, and 


508 


launched a series of venomous attacks against the 
Diefenbaker Administration, making public the de- 
tails of all his disputes with them since this Admin- 
istration first came into office, in 1957. Coyne created 
a sensation in Ottawa by claiming that the Diefen- 
baker Administration had tried to blackmail him 
into resigning, claiming that they wanted him out 
of the way for purely political purposes because of 
his opposition to many details of the new Budget. 
He then made public his own remedies for Canadian 
Governmental fiscal and trade problems which he 
had previously presented to the Canadian Cabinet. 


His panacea, as presented in this document, ran 
along nationalist lines. 


> It included the imposition of a ten per cent 
tariff on many types of imports of manufactured 
goods, chiefly from the United States; 


> curbs on the spending of Canadian tourists 
in the United States, a considerable item at the 
present time; 


> an increase in income tax rates and in un- 
employment insurance benefits; 


> the establishment of a national development 
corporation operated by the Federal Government 
as an aid to new industrial enterprises within 
Canada; 


> an emphasis upon the use of capital raised 
within the country instead of borrowed from 
abroad. 


® Another measure proposed by Mr. Coyne, 
which would have been harmful to foreign invest- 
ments, was an increase in the Canadian Govern- 
ment withholding tax on profits repatriated by 
foreign firms. 
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Fleming Program Emphasizes Exchange Control 


When Mr. Fleming presented his Budget to the 
Canadian Parliament on June 20, it became clear 
that his prescriptions for Canada’s economic ills 
differed in important respects from the measures 
proposed in Mr. Coyne’s memorandum. 


> Although there were few changes of ary 
importance in rates of taxation or tariffs, Mr. 

Fleming announced that he intended to try to 

stimulate economic activity and external trade in 

Canada, not through the use of export subs des 

or higher tariffs, but through the regulation of 

the exchange rate of the Canadian dollar. Spe- 
cifically, he aims to keep it below the value of the 

American dollar, through encouraging lower do- 

mestic interest rates in Canada and by using the 

$1.9 billion in the exchange fund adminis‘ered fcr 
the Government by the Bank of Canada. 

As a matter of fact, the Cana- 
lian dollar started falling in 
December, 1960, when Mr. Flem- 
ing originally announced the 
imposition of a withholding tax 
yn dividend payments to foreign 
investors. The announcement of 
the present Budget has now sent 
it down to the rate of about 
three per cent under par in New 
York — the lowest rate since 
the beginning of the 1950’s. By 
this means, Mr. Fleming hopes 
to aid those important Canadian 
industries which have their ex- 
port markets in the United 
States, such as pulp and paper, 
nickel and asbestos manufactur- 
ing, and who have suffered from 
the depreciation of the Amer- 
ican dollar during the past few 
years. Mr. Fleming has decided 
that this was an advisable step, 
in spite of the fact that it will 
cause a rise in the price of many 
imported articles in Canada and 
increase the cost of living for the Canadian con- 
sumer. 

Coyne “Vindicated” by Liberals 

At the same time, the Diefenbaker Admin’‘stra- 
tion attempted to put a bill through the two Houses 
of the Canadian Parliament removing Mr. Coyn> 
from his post. This gave rise to debates of unusual 
bitterness in the Canadian House of Commons, since 
the opposition Liberal Party, under the leadership 
of Lester Pearson, took up Mr. Coyne’s cause, alleg- 
ing that he was being made a martyr and scapegoat 
by Diefenbaker and the Administration. When this 
bill, after passing the House of Commons, reached 
the Canadian Upper House, the Senate, where the 
Liberal opposition party has a large majority, Mr. 
Coyne had an ample opportunity to present his side 
of the controversy. 

Setting forth his case with great eloquence and 
forcefulness, Mr. Coyne claimed that during the 
past two years Diefenbaker and the Canadian Cabi- 
net had made repeated efforts to interfere in the 
running of the Bank of Canada and in the determi- 
nation of national fiscal and monetary policy for 
purely political ends of a strongly partisan type. He 
said that the moves of the Minister of Finance, Mr. 
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James Coyne, former Governor of Bank of Canada > 


Fleming, for the depreciation of the Canadian dollar 
were in violation of Canada’s international monetary 
agreements. 

Mr. Coyne’s eloquence proved to be so convincing 
that, in the end, the Senate passed a resolution 
which absolved him of any wrongdoing and which, 
in effect, rejected the Government-sponsored bill 
which had passed the Lower House, providing for 
his removal. Then Mr. Coyne, apparently feeling that 
his honor had been sufficiently vindicated, announced 
his resignation as Governor of the Bank of Canada, 
having precipitated a political crisis in Ottawa which 
has shaken the Administration there to its foun 
dations. 

A Pyrrhic Victory for the Administration 

From the standpoint of the foreign investor there 
is no doubt that the resignation of Mr. Coyne will 
be a beneficial step. If he had been free to put into 
effect the program which he had outlined in the 














a John Diefenbake: 


Canadian Prime Minister 


winter of 1961 as a remedy for Canada’s fiscal and 
trade ills, the results would certainly have been 
damaging both for American investors in Canada 
and for American firms which have a large volume 
of exports to that country. His resignation repre- 
sented a defeat for those groups in Canada who are 
hostile to American economic penetration there. 

But this Coyne affair combined with the rejection 
by the Senate of a tariff bill which the Government 
presented to Parliament earlier in the spring, have 
left the Diefenbaker Administration in a shaky po- 
sition in Ottawa. 

There is a large body of opinion in Canada which 
considers that, although Coyne took an unreasonable 
stand in refusing to resign, the Diefenbaker Admin- 
istration acted towards him in a cheap, clumsy and 
vindictive manner. And Mr. Coyne’s revelations have 
awakened grave doubts about the competence of 
Mr. Fleming, the Minister of Finance. Finally, pub- 
lic confidence in the Bank of Canada as an institu- 
tion has been severely shaken. There is a great deal 
of talk in Ottawa of a general election when the 
Canadian Parliament reassembles in September. The 
results of such a contest are quite impossible to 
prophesy at the present time. END 
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Market Facing New Obstacles 


Dominated largely by the Berlin crisis, the stock market is hesitating around recent reaction 
lows. Awaiting more light on Kennedy’s emergency moves, investors show little urge either 
to sell or buy equities. For the present, business. developments and prospects are of second- 
ary interest. In this clouded situation, it is a good general rule to lean to the conservative side 


in portfolio management. 


By A. T. MILLER 


A T this writing the average investor ap- 
pears strongly inclined to “sit on the fence’—for 
good and obvious reasons. As a result of uncertain- 
ties created by the approaching East-West show- 
down on the Berlin issue, demand for stocks has been 
largely curtailed. On the other hand, there is no 
broad liquidating urge because in event ef the worst 
contingency—which is to say nuclear war—it could 
make no material difference whether one holds stocks 
or bonds or cash. 

So both buying and selling of stocks are in light 


MEASURING MARKET SUPPORT 


al 


“THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 


PRODUCES THE FLUCTUATIONS” 


(As indicated T 
at Rising Prices) 
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volume, over-all market movement relatively nar- 
row. However, within trading-range limits, the di- 
rection was moderately downward over the past 
fortnight and during much of last week. The Dow 
industrial average gave up roughly 10 points or 
about 1.3° on the fortnight, but came close to a 
dead-center stalemate in three sessions through 
last Friday. 

Its poorest closing level in the forepart of last 
week was slightly below, its poorest intraday level 
slightly above, the reaction lows recorded on June 
19. Thus, the latest downside test has 
been inconclusive to date, leaving pos- 
sibilities for some nearby rally or for 
further easing in the industrial section 
of the list equally conjectural. 

Relative action of railroad stocks has 
heen poor for an extended time, and 
has become more so since our last pre- 
vious analysis was written. It can give 
no comfort to the probably insignificant 
number of Dow-Theory followers .who 
are left in the modern market. They 
could only interpret a clear-cut break 
through the June low by the industrial 
average as “confirming” a market down- 
trend of some importance, because rails 
have been in an irregular but persistent 
downtrend since the March 22 recovery 
high was recorded. Throwing this pic- 
ture into stark relief, the rail average 
at the worst recent closing level had 
cancelled over seven-eighths of the en- 
tire prior rise from the low point reach- 
ed in October of last year. Call it what 
you please. Surely it is not a “technical 
reaction.” 


Shift To Conservatism 


Such demand as there is for stock 
has shifted more and more to conserva- 
tive income equities. The utility list has 
retained the bulk of its rise and stands 
only slightly below the postwar high at- 
tained early in June. Other groups per- 
forming relatively well include foods, 
bank and insurance stocks, department 
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stores, food stores and to- 
baecos. The electronic and 
most other previously popu- 


precariously narrow spread 5, 
of demand over supply. 130 | 
While not decisive, the i2s 
“readings” of other tech- 
nical indicators are also 
more or less adverse. There 
were only two sessions last 
week in which more indi- 
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vidual stocks rose than fell, Ain 

and the difference in num- 3 

bers was trivial. Reversing Cnt 
the moderately improved ;07u HT WO 
showings in the weeks end- MARCH APRIL 


ed July 14 and July 7, last 
week’s new lows in _ indi- 
vidual stocks exceeded new 
highs. 

So far as Berlin is concerned, nobody can say 
whether Khrushchev will risk war by pin-prick 
interference with Allied access thereto in a pro- 
gressive effort to take over the city eventually ; or 
will back down, as a result of U.S. and Allied firm- 
ness, to “temporary” acceptance of the status quo. 
He can no more contemplate all-out war with equan- 
imity than can the West; and there is risk for him 
in limited war, in view of increasing restiveness of 
the East Germans under their Communist rulers. 
But the uncertainty will persist for months to come 
and possibly well into next year. Disagreeable as 
it may be, investors will have to live with it. 

It has been clear for some time that previous 
plans ‘for defense spending would again be revised 
upward; and there have been reports in recent 
days that the Administration will ask for an “emer- 
gency” boost in 1962 income taxes, whereas up un- 
til a few weeks ago it was talking about 1962 tax 
relief. More will have been revealed about these 
matters by the President in his scheduled July 25 
address to the nation before this issue of the Maga- 
zine reaches you. 

There is apparently no thought of any semblance 
of “mobilization” at this stage, yet there has been 
silly talk about possible allocation of materials to 
facilitate the defense effort—despite the fact that 
materials are in generally excessive supply. Inves- 
tors might ponder the following question: How 
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much emergency does Kennedy think he needs be- 
fore proposing Federal price-wage control? To get 
more money for defense, will the Presid at make 
or suggest any cuts in non-defense spending? Of 
course not. Get the money by taxes and borrowing. 
This is the old New Deal operating under the New 
Frontier label. 


Fiscal Policy Inflationary 


Wrong estimates and judgements should be no 
surprise under this Administration. Only some 
three months ago it forecast a budget deficit of 
$2.2 billion for the fiscal year ended June 30. It 
turned out to be $3.9 billion or some 77° more 
than the forecast. We are told that spending “was 
surprisingly large.”” Why surprising to a President 
who has done his best to boost it as rapidly as pos- 
sible? 

If he keeps on building bigger New-Frontier de- 
ficits, the ultimate result has to be inflationary. 
But we do not have any price inflation in prospect 
any time soon, because materials and goods are in 
more than ample supply, and manufacturers and 
retailers are operating under intensely competitive 
conditions in a buyer’s market. This fact will limit 
the recovery in corporate profits—and a tax boost 
could restrict it further. Yet many stocks are still 
priced as if there were an earning boom ahead. 
Watch your step.—Monday, July 24. 
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WHAT IS THE DANGER POINT 
IN OUR NATIONAL DEBT LIMIT TODAY ? 





By PAUL J. MAYNARD 


Note — Only when you add the national debt to the obligations of the various government 
agencies do you get the true picture of the nation’s outstanding liabiliies. This 
special feature relates this debt to the naticnal income to see where we stand, and 


how high our indebtedness can still rise without endangering our position 


... taking 


into consideration the other forces and psychological factors involved. 


S America’s Federal debt approaches the $300 

billion mark, many thoughtful citizens are 
wondering whether we may not be approaching a 
danger point with respect to our fiscal solvency. In 
1929 the national debt was only $17 billion. When 
it had reached $40 billion, in the late 1930’s, the 
late Jerome Frank, SEC chairman and one of the 
leading New Deal economists, reassured us that 
we wouldn’t have to worry until the Federal debt 
reached $300 billion. Now that it is closely approach- 
ing that level, a re-examination as to whether any 
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Editor 


further significant rise in the nation’s debt might 
not set off an inflationary spiral is due. This question 
is particularly significant in light of the growing 
size of the prospective budget deficit for the current 
fiscal year, as the Kennedy Administration embarks 
on spending programs which appear to be subject to 
continuous upward revision. 


Debt Must Be Related to Income 


While the rise in the total amount of our Federal 
debt over the past few decades has disturbed many 
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observers, the weight of the debt burden is a rela- 
tive concept which can only be measured in terms 
of the wealth, income and population of the nation. 
Thus, it is practically meaningless to state that at 
some predetermined absolute figure the national debt 
will reach a danger point, regardless of gross na- 
tional product or per capita income at the time. 
Chis would be quite clear in the case of an individual, 
for example, where a debt burden of $50,000 would 
be very heavy for a person with an annual income 
f $10,000, but no more than a reasonable burden 
for a man with an annual income of $100,000. 
So, if the United States in 1961 still had only the 
3100 billion gross national product of 1929, the 
present national debt of close to $300 billion would 
ye much too heavy a burden for the economy to 
vear. But with the gross national product at its 
current level of approximately $500 billion our 
present national debt still may be said to fall within 
the bounds of bearability. In other words, there 
seems to be no severe 


steadily rising level of national debt are also as 
important, if not more so, than the actual effects. 
There is such a thing as inflation sentiment or fear. 
If it becomes evident to all that there will never be 
any repayments or reduction in Federal debt during 
prosperous times, the obvious conclusion will be that 
we are on a one-way street leading in the direction 
of constantly more inflation. 


E:senhower Surplus Becomes Kennedy Deficit 


In the last budget message of former President 
Eisenhower, delivered in January of this year, he 
stated that the budget for the year ending June 30, 
14962, proposed a surplus of $1.5 billion. ‘This small 
surplus was designed “to help extend economic 
growth without inflation at home and to strengthen 
confidence in the dollar abroad’. Estimating budget 
receipts of $82.4 billion and expenditures of $80.9 
billion, the former president stated: “This surplus 
wiil permit a modest reduction in the public debt.” 

Under the enlarged spend- 























threat to our fiscal solv- ing programs of the pres- 
ency in a debt ratio to ent Administration, how- 
zross national product of Growth of the Federal Debt and its ever, two reviews have 
50%. Relationship to Gross Output ond Income increased 1962 budget 
Immediately following expenditures to a_ point 
the end of World War II, ee where the surplus of $1.5 
in 1945, 1946 and 1947, Gross direct Gross billion has been changed 
the Federal debt, then to- sina tees BR. ms ae -_ into a deficit of $3.7 bil- 
taling in excess of $250 bil- June 30 of dollars) Product (Dollars) to GNP lion. A third review of 
lion, actually was greater defense programs, now 
than the country’s gross ae $12 0.02 under way, is expected to 
national product during "19 ........ 288 243 20 add several billion more 
those years. Similarly, per =... ~o -— ~ to expenditures, raising 
capita debt climbed to a 19390 cccescneee 16.2 91.1 132 18 the indicated 1962 budget 
peak of $1,905 in 1946 and 72.5 226 40 deficit above $5 billion: 
has been declining in the —. an Piney po ‘a hus, instead of a modest 
postwar period as the pop- — «on ane pon ~~ reduction we now appear 
ulation continues to grow. 1942 on. ae, ©} 159.1 537 46 to be in for a sizeable fur- 
In 1960 the per capita debt an he noon pnd ‘ ther rise in the total out- 
figure was $1,596. At the 1904 $08 one Rood po standing Federal debt. 
same time, per capita dis- SD sistas 258.7 213.6 1849 1.21 The comfort derived in 
posable income has risen 1946 269.4 210.7 1905 1.29 relating the national debt 
from $1,040 in 1946 to 1950 257.4 2846 1697 0 to gross national product 
$1,824 in 1960. In other 1955 274.4 397.5 1660 70 also deserves a more care- 
words, the average person 1960 286.3 503.2 1596 57 ful second thought. A se- 
now has more income to rious flaw in this practice 
cope with a reduced in- = is that a rising debt, by 











debtedness. 


It is Necessary to Look Beyond this Simple Explanation 


This seemingly reassuring explanation, however, 
does not tell the whole story and by no means pro- 
vides grounds for complacency. Our national debt 
problem continues to be of primary importance and 
it is surrounded by serious elements of danger. 

The greatest danger is the tendency toward 
chronic deficits occasioned by lack of restraint in 
Federal spending programs and general unwilling- 
ness on the part of legislators to increase taxes to 
pay for such programs. During the past three 
decades there have been only seven years of budget 
surpluses and more than three times as many years 
of deficits. 

Of greater importance than the size of the debt 
is its trend. Whether the Federal debt at present 
is $250 billion or $300 billion is less significant than 
whether it might balloon to $400 billion during the 
present decade. The psychological implications of a 
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contributing to inflation- 
ary forces, can make for a larger gross national 
product merely in terms of higher prices. Since the 
gross national product can be deliberately increased 
by greater government spending and resultant in- 
flation, it can be counted on to continue to rise as 
the national debt rises. Thus economic gains derived 
from a rising total of outstanding debt may be 
more apparent than genuine. 


Obligations Outside the Debt Limit 


Another factor to be considered is that the actual 
debt liability of the nation may be approximately 
half again as great as its stated total of about $290 
billion if all the Federal government’s guarantees, 
participations, commitments and indorsements are 
included. These contingent liabilities include social 
security “insurance”, guarantees of housing obliga- 
tions of many types and descriptions, and com- 
mitments under agricultural aid and international 
financial aid programs. These contingent liabilities 
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have been increasing at a rapid rate in recent years 
as the scope of the Federal Government’s activities 
has widened. The trend is definitely in the direction 
of further expansion of such obligations, which are 
just as real as the stated debt even though they are 
not included in the totals of outstanding debt. 

A specific illustration of the liabilities which may 
arise from such unacknowledged debt has been pro- 
vided by the current bankruptcy of the New Haven 
Railroad. Under several special laws the Government 
had guaranteed loans of around $38 million by pri- 
vate banks to that distressed carrier. Within a few 
days after the railroad’s default the Treasury did 
repay the remaining $12 million originally loaned 
under the Defense Production Act, following flood 
damage in 1955. A further $22 million loaned with 
ICC guaranty under the Transportation Act of 1958, 
however, provides a different story. Although Con- 
gress created this obligation it has made no appro- 
priation to cover possible defaults, and the creditor 
banks may have to wait a long time for repayment. 
But this will, of course,, eventually come—and the 
total will then be added to the general debt. Other 
guaranteed debt could similarly be transformed 


into direct debt. 

Housing Guarantees Alone Approximate $40 Billion 

With a growing complexity in its fiscal operations 
it is now more difficult to develop precise totals for 
all of the Federal government’s liabilities, actual 
and contingent, under the numerous Federal loan, 
credit and insurance programs. A table showing 
the extent of the Government’s loans, guarantees 
and insurance programs appears at the end of this 
story. To illustrate at least one important phase 


of its insurance guarantees, namely those under the 
Federal Housing Administration, the 1962 Budget 
shows the following totals of insurance in force 
(in thousands of dollars): 


1960 
Actual 


1962 
Estimate 


1961 
Estimate 
Repair and Improvement 

Loan Insurance 
Mortgage Insurance— 

General Authorization 
Mortgage Insurance— 

Armed Services Housing 


$ 1,566,555 $ 1,715,826 $ 1,939,378 


29,262,519 32,856,503 37,106,038 


1,666,198 1,890,098 


1,511,460 








Total $32,340,534 $36,238,527 $40,935,144 


These figures show not merely the size of this 
single facet of the Government’s guarantee and in- 
surance program, but also the rapid rate at which 
it is growing. If the guarantees for the Federal 
Housing Administration alone were to increase at 
the same rate as they have in recent years, they 
would exceed $100 billion by 1970. Extension of 
maturities on government insured housing loans out 
to 40 years and reduction in down payments to 3% 
sharply increase the amount and nature of the gov- 
ernment’s risks under this type of guarantee. 


Form and Purpose of Debt Important 


The nature of the Federal debt and the type of 
investor to whom the obligations are sold has an 
important bearing on the degree of danger which 
is involved for the country’s economy. The ideal 
situation would be one in which the Federal debt 
consisted chiefly of long term obligations mostly 
held by “ultimate” investors. The shorter the ma- 
turity the nearer to money is the government debt, 
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Summary Of Expenditures Of Public Enterprise Funds | 
Based on existing and proposed legislation 
(In millions of dollars) 
Receipts From 
Description Gross Expenditures — - Operations - - Net Budget Expenditures 
1960 1961 1962 1960 1961 1962 1960 1960 1962 
Enacted or recommended in budget 
Executive Office of the President ...............+. : 1 1 1 1 1 1 1 1 . 
Funds appropriated to the President: 
Mutual security ec and contingencies. 217 310 482 16 38 69 201 273 413 
EE eee aD a ee as oe TR ro 236 156 71 106 126 58 130 30 12 
Independent offices: 
Veterans Administration  ............cccccccssseseeseees 362 267 427 174 184 261 187 83 166 
I sac ccosiateeestias acti ekeatceteiltaliciinineliainiieeabi 989 1,162 1,417 1,263 1,163 1,286 274 1 132 
General Services Administration ...................0+ 2 1 1 6 3 2 3 2 2 
Housing and Home Finance Agency ................ 2 631 2.142 2,496 2,334 1,621 1,790 298 522 706 
Department of Agriculture ............cccccccmcseessceeeees 6,133 6,202 4,863 2,899 2,799 1,565 3,234 3,403 3,298 
Department of Commerce .............c..ccceseeceseeeeeenes 6 8 10 9 WW 9 2 —3 1 
Department of Defense—Military ................:000 83 102 102 60 73 67 22 30 35 
Department of Defense—Civil 108 125 119 110 116 119 2 9 1 
Department of Health, Education, and Welfare 3 4 4 4 4 4 1 1 1 
NE St IED dnicininmsisvsmcenmeninnbieomine 70 120 143 39 65 66 32 55 78 
SINE IAI TINIE: «ss csnacscantnicoienisehoneneentiadiantens 3 3 3 5 4 4 —2 —-1 —1 
I III si neninncunicnnsiimnnsiniasianaaonenite 3,920 4,373 4,504 3,432 3,506 3,662 488 866 842 
SN er ee ne eT 1 1 1 15 3 4 14 ~-2 4 
Proposed for later transmission ...............:c:se0 288 264 374 1,330 — 86 1,065 
SE EERREE rye, reer 14.765 15,265 14,908 10,472 10,089 10,297 4,293 5,176 4,610 
l__Less than one-half million dollars. 
— A —<<— << 
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r the = — noe 
= Federal Government Trust Fund Receipts and Expenditures * 
Fiscal Yeors 
962 (Millions) | 
imate 
1946 1949 1950 1951 1954 1957 1960 1961 1962 
139,378 (Estimated) | 
06,038 Total | 
I $7,712 $5,714 $6,669 $7,796 $9,155 $14,337 $21,442 $24,239 $25,189 
90,098 are 4,474 3.824% 6,950 3,945 6,769 11,970 21,799 24,102 25,155 
Federal Employees’ Retirement Funds 
35.144 | Receipts 614 680 809 850 691 1,341 1,766 1,938 1,960 | 
, Expenditures 267 222 268 271 411 566 896 998 1,094 

this Fed. Old-Age. & Survivors’ Inc. Trust Fund 

id in- SUIIIIIIE  inchitaiiiseubsiahiconciapeaneaaiinediipiibentios 1,386 1,924 2,367 3,411 5,080 7,313 10439 11,788 12,280 

which 8 Qn 358 661 784 1,569 3,405 6,469 11,152 11,845 12,684 

‘deral | Railroad Retirement Account 

se at a a i . 312 625 645 678 737 765 1,403 1,132 1,176 

they GF 9 osee 152 278 304 321 502 692 1,136 1,106 ~—'1,28 

om of Unemployment Trust Fund 

is out Receipts Sidscsssainaceebaeinpabdeeiii 1,280 1,173 1,281 1,542 1,492 1,804 2,703 3,563 3,614 

0 3% Seen 1146 «1,314 2,026 900 1,745 1,504 \ 2,736 4174 3,779 

> ZOv- National Service Life Insurance Fund 

cs, ee 690 1,076 684 619 676 643 681 720 
Expenditures ® ........ 280 348 2,988 614 623 603 582 583 595 
> Government Life Insurance Fund 

pe of FAA SE 92 87 86 78 75 6) 58 53 

aS an INI sascceiaisncnteclertvsctarsbansaanlcnsivisnshid it 50 61 114 77 147 95 83 81 72 

which Other Trust Accounts ! 

ideal eae TT, 529 403 545 457 551 713 1,010 960 

debt SE ie 5263 370 387 495 918 755 1,022 954 

10stly Deposit Funds (net expenditures) ..... : 647 414 96 194 558 44 105 120 44 

> ma- 

debt, 1__Excludes investment transactions, except for deposit funds which, ance funds. 

prior to 1951, include net investment of mixed-ownership cor- ‘ ; . 

| porations; dttail will not necessarily add to totals because of Excludes Foreign Economic Corporation Trust Fund. 
rounding. * Beginning will 1954, includes Railroad Unemployment Insurance 
| For years 1946 through 1957, figures include Govt. Life Insur- Administration Fund. 

and the more that is held by the banks the greater may fall more rapidly than incomes rise. 
the effect on potential credit expansion. A danger . f 

~y in our Federal debt structure today lies in the fact The Drug of Inflation Eases the Pain of Debt 
that more than three quarters of the marketable Debt, like fire, is a good servant, but a bad master. 
security issues fall due within five years. With the’ As it grows it tends to diminish freedom and flexi- 

| passing of time the debt due within one year has _ bility of action. While the economy is rising and 
constantly tended to increase, enlarging Treasury buoyant, with higher rates of business activity, 

13 refunding problems, embarassing Federal Reserve’ prices and employment, a rising level of Federal 

12 efforts to keep the economy on an even keel and debt poses no special problems and does not seem 
dangerously enlarging the supply of money and burdensome. However, it is well to temper the opti- 

56 money equivalent in the economy. mism of a prolonged boom with the sobering thought 

32 Although the amount of debt outstanding is im- that a burden which feels like a featherweight dur- 

-2 portant, the purpose for which it is issued is of even ing prosperity may feel like a ton of bricks in a 

06 greater significance. Debt created by the Federal ‘epression. 

8 government to finance budgetary deficits, particu- With the interest on the debt now in the area of 

! larly where non-productive activities such as the $9 billion annually and destined to go higher as the 

35 manufacture of armaments is involved, has an en-_ total outstanding debt rises, we tend to become ir- 

1 tirely different economic effect than private debt revocably committed to the need for an inflationary 

; incurred to build such useful end products as power stimulus to our economy in order to carry the debt 

78 plants, factories or homes. and debt service load. It is becoming increasingly 

“ Increased governmental indebtedness is not usu- apparent that the effect of an ever rising national 

42 ally accompanied by a corresponding gain in avail- debt is akin to having a bear by the tail. We are 

able goods and services or in productive capacity. If forced to hold on because if we let go the bear of 

is continued on a large scale over a period of years this deflation would devour us. 

10 process results in inflation, imposing a double burden A study of Federal budgets for recent years 
on the taxpayer. The double burden arises from the indicates that although major national security ex- 
fact that not only are taxes raised to service the penditures are being stepped up substantially, non- 

— larger debt but the purchasing power of the dollar defense spending is (Please turn to page 545) 
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THE CHALLENGE TO 
INTERNATIONAL OILS 
IN KASSIM’S DEMAND ON KUWAIT 


By BRYAN PYNOR 


—What the intrigue for the world’s richest prize 
can mean to oil investors under Middle 
East rivalries . . . and with Russia behind the scenes 


HE Middle East has long been the scene of tur- 

moil and strife and almost as often as not the 
vast oil reserves of the area have had a central role 
to play in the action. The nationalization of the 
Anglo-Iranian Oil Company by Mossadegh in 1951 
end the Suez Crisis in 1956-1857 when the flow of 
Middle East oil to Western Europe was drast:cally 
curtailed are etched indelibly in the minds of every 
international oil man as well as the lead’ng diplo- 
mats of the free world. Each and every threat to 
the security of the area’s oil supplies figures impor- 
tantly in the over-all conflict between the East and 
West because it is obvious that Russia would like 
nothing more than to deny Middle East oil to the 
free world, if not to possess the Arab black gold 
for itself. 

For these reasons, many alert investors have 
shown prudent caution toward the securities of the 
major international oil companies, the same kind 
of wariness that keen diplomats have exhibited 
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toward the possibility of a renewal of strife in the 
Middle East. However, few even of the most con- 
cerned and observant expected trouble in the latest 
Middle East hot-spot—Kuwait. As was widely rec- 
ognized, relations between the Sheikh of Kuwait and 
the Kuwait Oil Company (owned jointly by Gulf Oil 
Corporation and British Petroleum Company) were 
smoother than in any other oil-producing country 
in the Middle East. Indeed, the sense of well-being 
was one of the prime factors in the decision made 
by Great Britain last June 19 to relinquish its con- 
trol over Kuwait’s foreign affairs which it had held 
under an agreement dating back to the latter part 
of the 19th century. 

3ut where vast wealth is evident, as it is in 
Kuwait, which possesses the largest reserves of oil 
in the entire world, it is impossible to be too careful. 
This s'mple truism was dramatically demonstrated 
when, with'n days of Britain’s withdrawal, Premier 
Abdul Kassim of Iraq boldly laid claim to Kuwait, 
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Financial Data On 8 International Oil Companies 
———1959— 1960 = —Interim i, 
1960 1961 Indic. 
Net Net Net Net Div. 
Net Earnings Net Earnings Earnings Earnings Per 
Sales Per Sales Per Net Per Net Per Share Recent Div. Price Range 
(Mil.)}— Share (Mil.)}— Share Sales Share Sales Share e Price Yield 1960-61 
British American Oil $326.3 $1.25 $329.1 $1.51 $153.99 $675 $NA. $NA. $1.00 30 3.3% 37 -25% 
BE IT -scsceiiiniihinishsisisonsemeinnonsnipiin 2,713.0 2.90 2,720.8 3.20 N.A. 821 N.A. 921 = 1.00 36 2.7 42%-26'2 
Royal Dutch Petroleum .............. 4,374.0 3.68 4,543.0 3.65 838.8! 88! = 811.2! 87! #1433 31 4.6 4372-28% 
Shell Transport & Trading ........ 2,916.0 1.70 3,030.0 1.72 559.3! 411 574.1) Ail 70 16 4.3 23%4-14'2 
Socony Mobil Oil Co. ................ 3,459.1 3.37 3,579.8 3.76 891.2! 97! 917.81 1.23! 2.00 46 4.3 48'2-34’s 
Standard Oil of Calif. ............... 1,794.7 4.01 1,922.4 4.21 450.7! 96! 459.11 1.04! 2.00 51 3.9 5634-40 
Standard Oil of N. J. ................ 8,521.9 2.91 8,695.8 3.18 2,203.0! 79: 2,286.0! 89! 2.25 44 5.1 50'2-38 
SUE cnsesiesnenstninnninicadsnsnmniaqncnianen 2,678.0 2.92- 2,980.3 3.17° 695.4! .80! 760.8! 87! 1.60% 51* 3.1 5458-32'4" 
*—Based on latest dividend reports. 3_Plus stock. 
N.A.—Not available. 4_Dividend rate on new stock payable Sept. 11, 1961. 
!__First 3 months. 5—1st 6 months. 
°—Adjusted for 2 for 1 stock split effective Aug. 10, 1961. 
——— oe nese ! 





declaring it to be “an integral part of Iraq’, basing 

his attempted grab on the position that Kuwait 

owed allegiance to the Ottoman Empire before 

World War I just as did the territory out of which 

the modern state of Iraq was carved after 1919. 
The Prize of Kuwait 

Were it not for Kuwait’s wealth, it is, of course, 
doubtful that Kassim would bother over this 6,000- 
square mile desert where nowadays the discovery 
of sweet water is heralded almost as much as a new 
oil find. Kassim’s action was also taken against the 
background of protracted and often disagreeable 
negotiations with the British-dominated Iraq Petro- 
leum Company as well as within the context of 
inter-Arab politics, all superimposed on the over- 
riding conflict between East and West. 

The first assay of the far-reaching import of 
Kassim’s move must start with a look at the prize 
which Kuwait represents, for of all of the fabulous 
oil-producing areas along the Persian Gulf it is the 
most fabulous. A tourist guide of this tiny sheikh- 
dom, no bigger than the state of Connecticut with 
a population of only 320,000, might start the tour 
with the almost incredible fact that Kuwait pos- 
sesses more than twice as much oil reserves as does 
the United States. Published data credit it with 62 
billion barrels, against the United States’ approxi- 
mate 30 billion barrels, but knowledgeable oil men 
reckon that the real figure is much higher—much 
more than the owners, Gulf and British Petroleum, 
will be able to produce before 
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other Middle East oil countries, these revenues are 
derived from a 50-50 profit sharing arrangement 
with Kuwait Oil Co. Kuwait’s annual revenues now 
total close to $425 million, as Table III shows, or 
some 20 per cent greater than those obtained by 
the government of Saudi Arabia, the next largest 
producer and revenue earner in the area. 


Offshore Agreement with Royal Dutch Shell 


So successful have the government’s dealings 
been with Gulf Oil and British Petroleum Co., the 
owners of Kuwait Oil Co., that the Sheikh and 
other leading officials have looked to another out- 
standing international oil company — Royal Dutch 
Shell — to explore for oil offshore in the Persian 
Gulf. It need not have turned to the gigantic Shell 
group, for many other companies set forth very 
lucrative bids for the offshore concession when the 
Sheikh placed it on the market, including Atlantic 
Refining, Phillips Petroleum, Pure Oil, Cities Serv- 
ice, Continental, and Italian and Japanese interests. 
In the end, however, the Shell bid was accepted 
because of the company’s far-flung marketing in- 
terests around the world which insure that if oil 
is discovered, it can be produced and sold. Many 
of the other interests could not make that assurance. 

This arrangement with Shell thus showed the 
Sheikh and his advisors to be realists. The same 
cannot necessarily be said of leaders of certain 
other oil-producing countries who, intent on obtain- 
ing higher revenues immediately, threaten to kill 











their concession expires in 1999. 
At the current rate at which 
Kuwait oil is produced, the coun- 
try’s reserves (using the pub- 
lished data) would not be depleted 








Reserves and Production of Crude Oil in the Middle East 


TABLE | 














for more than 100 years, even if Reserves Production 
all exploration for new reserves Sad isco =: 1986 1987 1958 1959 1960 
stopped right now. b & Kuwait 62 1,092 1149 1396 1383 1628 

The fact that Kuwait is pre- Iraq 27 634 442 724 853 970 
eminently the most important SU iciciinn 35 536 718 821 923 1048 
~-ppececna tad ; : Qotar .......... 3 123 140 174 169 173 
oil-producing area in the Middle | is 

2 | Neutral Zone 6 32 64 81 116 132 

East, as the figures in Table I |} saudi Arab’a £0 986 952 1015 1695 1247 
illustrate, is reflected in the reve- 
nues which it obtains from Ku- NOTE: Reserves are in billions of barrels; mroduction in thousands of barrels daily. 
wait Oil Co. In common with the ciate, ms ail 
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Ever since he attained power 





TABLE ll 


(Thousands of Barrels Daily) 


Kuwait Iran lraq Qatar 
SII Matioinedesesicisicneucasucansnienien 1628 1048 970 173 
British Petroleum .................... 768 419 230 41 
Royal Dutch-Shell ................ 123 230 41 
| es sii 860 58 
i eres victiaoaaaiel 73 
Std. New Jersey ........:0 73 115 20 
I GID ccsscceseiccsiniinenense 73 115 20 

; 73 : . 


Texaco ...... 


Crude Oil Production of Leading Oil Companies 
in Major Middle East Producing Countries, 1960 


in the 1958 revolution, Kassim 
has started quarrels with IPC 
even though oil production and 
revenues have been rising rapid- 
ly. Beginning last August, official 
| negotiations between the inter- 


SS a, nationally controlled IPC (whose 
owners are British Petroleum, 

1247 5066 Royal Dutch-Shell, Compagnie 
1458 Francaise des Petroles, Standard 

394 Oil of New Jersey, Socony Mobil, 

- 918 and the estates of the late Calo- 
374 447 uste S. Gulbenkian) and Premier 
374 582 Kassim over some of the latter’s 
125 333 demands were gotten under way. 
374 “47 Talks were held intermittently 








from then until April when Kas- 

















the goose that lays the golden egg. At the same 
time, Kuwait did obtain substantial sums in the 
Shell arrangement — a $19.6 million bonus on the 
signing of the concession plus guarantees of $64.4 
million at certain future stages in the development 
of the concession. 

With high current revenues and the prudent pur- 
suit of still further income in the future, Kuwait 
has assumed the lead among the Middle-East oil- 
producing cointries by improving the local econ- 
omy. It has long been renowned for the excellence of 
its public works and its social welfare. By the pur- 
chase and sale of land it has distributed large sums 
of money which have gone to promote all kinds of 
development and economic activity. Among o*her 
things, the government has promoted the construc- 
tion of sea water distillation plants, thereby enabl- 
ing a reduction in imports of sweet water from 
neighboring countries. Recently the first supply of 
sweet water ever found in the country was discover- 
ed at the town of Raudhatain, a find that has made 
it possible to cancel expensive plans for the expan- 
sion of the sea water distillation plants. 


Kassim’s Imbroglio with Iraq Petroleum Company 

The fact that Kuwait is such a handsome prize 
no doubt explains why this tiny desert area at- 
tracted the covetous eyes of Kassim. However, it 
does not provide the complete answer to all of his 
motivations. Certainly another important factor in 
the welter of background events which led up to 
his startling declaration had to do with his own 
difficulties with Iraq Petroleum Company (IPC). 
Unlike the Sheikh of Kuwait, Premier Kassim has 
exhibited little realism or far-sightedness in his 
dealings with IPC; accordingly, his difficulties with 
the concessionaire are virtually entirely self- gen- 
erated. 











TABLE Ill 
Government Revenues Derived from the Oil 
Industry in the Middle East 


(Millions of Dollars) 


| 


1956 1957 1958 1959 1960 











Oe aa 308 354 345 425 
Te ——— oes, i a 262 285 
1 ETI 193 144 237 252 265 
IIR Seo ye 36 45 61 53 60 
| Saudi Arabic .............. 283 303 302 315 350 











sim impetuously suspended them 
over a relatively minor point at issue. Simultaneous- 
ly, Kassim ordered that IPC halt all exploration 
work immediately; four drilling teams, five geo- 
physical and one geological party had to stop work 
overnight, involving about 1,000 people, mostly Iraq 
nationals. 
Can This Minor Impasse Veil A Deeper Motive? 


The issue over which Kassim suspended the nego- 
tiations involved a technical matter in calculating 
costs and profits under the 50-50 profit sharing ar- 
rangement. The company claims that dead rents, 
which are sums paid per acre of land prior to the 
commencement of production, are amortizable at 5 
per cent per year as normal accounting practice and 
that this amortization charge should be deducted 
as an item of cost in arriving at profits subject to 
the 50-50 income tax arrangement. Kassim and the 
government contend that this amortization should 
not be deducted when arriving at divisible profits. 

Both Kassim and IPC agreed to send this problem 
to arbitration two years ago, but no arbitrators 
have been appointed. The point at which the April 
negotiations were suspended was Kassim’s demand 
that the deductions should cease during the period 
of arbitration. IPC was not willing to do this in 
fear that it might prejudice its case in some way. 
However, it did offer to suspend them as soon as 
arbitration was started and for a period of up to 
two years pending the result of the arbitration pro- 
ceedings. 

The fact that this issue was a relatively minor 
one is revealed in the fact that the amount still 
to be amortized for dead rents by IPC is only about 
$20 million. This year’s charge would be no larger 
than $2 million, of which the government would, in 
effect, bear half because of the 50-50 income tax — 
quite a small amount compared with Iraq’s total 
oil revenues of $265 million. 

@ That Kassim chose to suspend the negotiations 
over such a relatively minor issue is more than 
passing strenge in view of the much more important 
items that had been under discussion. These in- 
cluded such matters as the relinquishment by IPC 
of roughly one-half of its concession area, or about 
90,000 square miles, a matter on which virtual 
agreement hed been reached. General, but no de- 
finitive agreement, had also been reached on the 
appointment of an Iraqui executive director to the 
board of directers of the (Please turn to page 550) 
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INTERNATIONAL BUSINESS OUTLOOK 
FOR THE SECOND HALF OF 1961 


By NORMAN A. BAILEY 


NOTE: — This realistic appraisal gives you a vivid picture of the areas 
around the world and individual countries of the western world 
split in two — deterioration in Britain — the rivalry between 
india and Japan — prospects for the countries of Asia and 
Africa — wallowing in incompetence and quasi-socialistic ideas 
— the unpredictable Middle East — the varying status for South 
American states — and last but not least Russia's bad faith in 


her import-export trade. 


HE years since the end of the Second World War 
have seen a tremendous expansion of American 
business activity throughout the rest of the free 
world. The vigor and initiative with which the busi- 
ness community has pursued this course is another 
example of the continuing vitality of capitalism in 
the face of governmental hostility and interference. 
While business has been expanding, the government 
has lost one outpost of the free world after another 
to the communists, or to so-called “neutralists’’. 
This indeed is the gravest problem facing American 
business abroad today —the almost total lack of 
support they receive from the foreign policy of our 
government. That same government seems almost 
bent upon making it as difficult as possible for busi- 
ness to operate successfully and rationally abroad, 
and the fact that it has been able to do so never- 
theless is a tribute to American initiative. 
Every time this country abdicates its respon- 
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sibilities, every time it surrenders to the forces of 
international communism, every time it abjectly 
apologizes for being rich and powerful, the task of 
the American businessman becomes more difficult, 
the job he is doing in the formation of capital and 
the dissemination of technology in the rest of the 
world receives another setback, and more and more 
of the newly-independent states opt for author- 
itarian, and usually, communistic or socialistic 
methods of industrial and economic development. 


How Domestic Programs Handicap Foreign Trade 


Another problem which must be faced is that of 
ever-increasing socialism domestically—the already 
built-in mentality of the American people that the 
government (their fellow citizens) owes them a 
living. This attitude results in confiscatory taxes, 
farm programs, labor featherbedding, escalation 
clauses and wildcat strikes, more cestly unemploy- 
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ment insurance, and health and education programs 
which could be better handled by the individual 
states. 

What does all this mean for business in the 
United States? It means that it is becoming harder 
and harder for American business to compete in 
the international market, particularly with the in- 
dustrial countries of Western Europe and Japan, 
those very countries which we, with characteristic 
generosity, as well as intelligent self-interest, with- 
in a few short years brought back to an economic 
level higher than that which they had known before 
the war. Wage increases no longer have anything 
to do with increases in productivity ; thus the work- 
ers are paid with depreciated money, the value of 
the dollar declines another few notches, and seeing 
that with more money they can buy less, the work- 
ers, misunderstanding completely the economic 
process involved, clamor for another token increase. 


Stages In The Development Of Export Markets 


Despite these obstacles, the exports of the United 
States still exceed its imports and, although this 
is partially due to aid which is tied to purchases 
here, on many fronts the United States still com- 
petes effectively, due to our unparalleled ingenuity 
and mechanical genius. This same ingenuity has 
been demonstrated in the variety of ways business 
— large, medium-sized and small —has found to 
participate in and support the growth of other areas 
of the world, often in spite of a maze of gover- 
mental regulations here and abroad which would 
tire the patience of a Job and dull the enthusiasm 
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of a Horatio Alger. 

Usually the first step in invading the foreign 
market is simple export, followed perhaps by sales 
offices abroad, and licensing agreements with foreign 
manufacturers. Finally, branches and subsidiaries 
offices abroad, and licensing agreements with foreign 
countries, and the cycle is complete, unless all this 
effort, work, energy, thought and capital is later 
rendered useless through confiscation, aided by the 
lethargy of the West in defending its own interests. 


U. S. On Verge Of Another Boom? 


What is the outlook for international business 
over the next six months? What areas can be ex- 
pected to surge forward and which will lag behind? 
Where is the investment climate improving and 
where is it deteriorating? 


& First, a general comment. The American econ- 
omy, despite the drag in the current administration, 
in on the verge of another boom. This boom will be 
reflected throughout the free world, and particularly 
in the industrialized areas. The continuing process 
of economic growth abroad cannot but help United 
States trade and stimulate the U.S. economy. Al- 
though certain industries will be hurt, the economy 
as a whole will benefit. In recent years the truth 
of this assertion has been dramatically proven in 
Mexico, where agricultural and industrial growth 
of surprising proportions has resulted in greater, 
not lesser, trade with this country. 


With Western Europe Split Into Two Camps 


@ We will begin this survey with the area where 
U.S. investment is largest and where the U.S. has 
the greatest stake in trade — Western Europe. The 
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phenomenal and continuing growth of the European 
economy over the last decade and a half is a fam- 
iliar story by now, so familiar, in fact, that the 
lesson it contains, that of the vitality of the free 
economy, is often overlooked or purposely ignored. 

Nevertheless, there is a shadow over the face of 
Europe, a shadow which with the passage of time 
s becoming darker rather than dissipating. That 
shadow, of course, is the split of Europe into two 
‘amps, the Common Market and the European Free 
[rade Area, or as they are usually called, the Inner 
3ix and the Outer Seven. 

Recently there have been signs that the United 
Kingdom was beginning to abandon its attitude of 
solation from the continent and was seriously con- 
sidering joining the Common Market, a move long 
»verdue. Conditions have been put on its joining, 
however, which will almost 
certainly be unacceptable to 
the members of the Common 


MEXICO’S GROWTH 
1939= 100 


half-year Britain will go through another currency 
crisis great optimism can reasonably be expressed 
for the rest of western Europe. 

@ Even Spain, heeding the advice of American 
experts to free its economy, is beginning an upward 
surge which may result in its economic re-entry 
into Europe after centuries of isolation. 

As predicted in the December 31, 1960, issue ot 
this magazine, strikes and riots erupted on the 
Belgian scene, and slowed economic growth there. 
It was feared that the loss of the Congo would 
make some measure of austerity necessary, and a 
program was established by the government which 
was violently opposed by at least the French-speak- 
ing labor unions. To date, however, remittances 
from Katanga Province, where the bulk of the 
Congo’s wealth is located, have continued almost 
without interruption, despite 
the efforts of the Soviet bloc 
and the United Nations to 





Market, and Britain has been 280 
grasping at straws such as 
the recent Generals’ uprising 
in Algeria to give it an excuse 
not to join. Several Common- 
wealth members, oblivious of 
the fact they will prosper 
only as the rest of the world 
prospers, have counselled 
Britain not to join unless she 
can also retain Common- 
wealth advantages. This at- 
titude of having your cake 
and eating it too will be un- 
acceptable to the Inner Six. 


Why Britain Holds Out 


@ With all the talk of tariff 160 
preferences and protection for 
agriculture, the real reason 
why Britain has continued 140 
to hesitate to join the econ- 
omic integration of Europe 
has been overlooked or delib- 120 
erately silenced. The economic 
growth of Britain, the only 
country of Europe to adopt 100 
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see to it that Katanga plunges 
into the same chaos as reigns 


«l throughout the rest of the 
Congo. 

Despite political problems 

7 and the continuing canker of 


Algeria, the French economy 
continues its progress, and 
7 the same can be said for the 
rest of Europe, with the ex- 
ception of regulation-stified 
Austria and parts of south- 
ern Italy. 

@ In order to take advant- 
age of the Common Market 
there has been a tremendous 
increase in direct investments 
on the part of American in- 
dustry in Western Europe, 
and there is reason to believe 
that this trend will continue 
as the medium-sized and 
- small firms come to realize 
that an area with a population 
the size of that of the United 
l L 1 States will soon be an econ- 
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an avowedly socialistic gov- ‘ 
ernment after the end of the —_— ” 
war for any length of time, has been much slower 
than that of the other war-ravaged nations. The 
leftist dominated unions have so much power, and 
so much desperately needed capital is drained off 
into governmental services, and initiative is so 
deadened by unconscionable and punitive taxation 
that it is surprisng that any progress at all has 
been made. It is basically for these reasons that 
there is a constant export crisis and that the weak- 
ness of the pound sterling is an ever-present cause 
of concern. The question might fairly be asked, is 
Britain necessary to the Commonwealth, or is the 
Commonwealth necessary to Britain? One of the 
most ironic facts in recent history is that the 
British planners are afraid to expose their planned 
economy to competition with the relatively free 
economies of the countries of continental Europe. 


Conditions Favorable On The Continent, Despite Problems 
@ On the continent itself there is great and grow- 
ing over-all prosperity, and whereas during the next 
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‘50 ‘55 ‘60 omic unit. When that occurs, 
past growth rates, high 
though they were, may be far outstripped. 


Bad Faith In Soviet Trade 


& One disturbing trend, which will sooner or 
later have to be faced, is the growing importance 
of trade between Western Europe and the countries 
of the Soviet bloc. Although there is nothing bad 
in such trade in itself, in reality it may eventually 
prove to be self-defeating. Complete plants and 
factories have been built to serve the Russians, but 
in the end these plants will not only fail to expand 
trade but may result in its decline. 

@ The Russians have no compunction whatever 
about stealing plans, patents and processes. They 
have never recognized international law in this 
regard (nor in most others), and European ex- 
porters often find that the first order of machinery 
from behind the iron curtain is also the last, and 
a few months later a copy appears on the world 
market, to compete (Please turn to page 553) 
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PATRONAGE may lever the President’s domestic pro- 
grams through Congress, regardless of their cost and 
lack of fiscal responsibility. Congress has already 
authorized 73 new Federal judgeships, and 20-odd 
additional vacancies exist. Thus far, Mr. Kennedy 
has nominated only two or three; the remainder will 
be his big “weapon” to force Congressional approval 
of much of his program. The Capitol Hillians have 
been asked to give the White House their recom- 
mendations for these most prized political plums. 





WASHINGTON SEES: 

A fog of uncertainty envelops Pennsylvania 
Avenue, from White House to Capitol Dome. The 
White House is without a firm program in foreign 
affairs, while the Legislators vainly look for guid- 
ance from the Chief Executive. 

It is more than a year since the President, ac- 
cepting the Democratic nomination, said, “We 
stand today on the edge of a New Frontier —a 
frontier of unfulfilled hopes and threats.” 

He — Kennedy — declared then that the world 
is changing, adding that his administration would 
hold out the promise of more sacrifice, instead of 
more security. And what has happened? 

Instead of guns for butter, we have plenty of 
butter in a raft of costly “do-good” programs on 
the home front, but we are totally without firm 
guidance (or leadership) on the foreign front. 

Khrushchev, perhaps taking a leaf from the 
book of the late John Foster Dulles, walks up to 
the brink of a war (over East Berlin), a war that 
he cannot now avoid or avert and save face, but 
the White House hasn’t yet found the answer. 

We haven't sent needed troops to the Berlin 
area; we hesitate over giving Adenauer the 
atomic arms he sees as necessary if the Red 
threat is to be effectively countered. In brief, ex- 
perienced Washington sees a confused and in- 
experienced pilot at the helm of our Ship of State, 
and no wonder with the problems in the State 
Dept. 


_Parties can 











522 


~"Tnside Washington 


Adherence to the recommendations will be strictly 





governed by Congressional support of the New 
Frontiers program. A small percentage of Republi- 
cans will be nominated to the Federal Bench, but 
even these will be the suggestions of liberal GOP 
Solons who “vote right”. 


MILITARY stabilization is being quietly talked in 
upper Congressional circles where there is the feel- 
ing that the Administration is feeling its way with 
our national security, gearing its policies to day-to- 
day crises. There is no partisan blame for the possi- 
bility that today’s emergency would not have been 
so great had we maintained our military strength 
to a high degree, and with more uniformity—less 
inter-service rivalries—over the past several years. 
More frank members of the Congressional Armed 
Forces Committees will say (off the record, of 
course), that the Legislative Branch must bear a 
portion of the blame because there was not close 
enough Congressional observation of Pentagon’s 
operations. On the hopeful side is the seemingly 
well-based belief that General Maxwell D. Taylor, 
the President’s confidential military advisor, will be 
able to firm-up a now loosely knit defense machine. 


ELECTION law changes—primarily revision, even 
elimination of the Electoral College system of select- 
ing a President—are “in the works’, but destined 
for oblivion. President Kennedy, definitely a minor- 
ity President with less than one-half the popular 
vote, is mum on pending legislation to put Presiden- 
tial elections on a strictly popular majority basis. 
In the meanwhile, political machines of both Parties 
are averse to abolishing the Electoral College for 
the reason that it would boost campaign costs to an 
inordinately high level. Under the present system, 
concentrate political activities (and 
costs) in States with heavy Electoral College rep- 
resentation. Popular vote system would require more 
costly campaigning expenses in all 50 States, rather 
than the few with heavy Electoral College repre- 
sentation. 
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Russia’s Naval Maneuvers In Western Hemisphere 


Waters Increase. Not yet published is fact that 


Kremlin submarine and trawler activities 
in American coastal waters — North and 
South America, both coasts — have been 
greatly stepped—up in past 60-90 days. The 
so—called oceanographic trawlers, 

equipped with highly sensitive electronic 
detecting devices, have been closely 
prowling Atlantic and Pacific Coasts of 
this country and Canada, while there is 
definite evidence that large numbers of 
Red submarines are close to the shorelines 
of Central and South American countries, 
possibly to land subversives and arms in 
those republics leaning toward Castro. We 
are already giving naval cooperation to 
some of the Latinos, even though formal 
announcement says our naval activities in 
the Southern Hemisphere sub hunt will not 
begin until August 7. 












































Dividend-Savings Witholding Tax Not Apt To 
Materialize. House Ways & Means Committee, 
reversing an earlier decision to leave 
further tax legislation for consideration 
next year, approved a modification of the 
President's recommendation for withholding 
of tax on stock dividends and savings and 
loan interest payments. As approved by the 
Committee, the bill would vastly complicate 
accounting and reporting procedures, 
especially for the savings institutions 
{even their depositors). Educated guess at 
the moment (if House passes Ways & 

Means recommendation) is that Senate 
Finance Committee will not act, or will hold 
it in abeyance until next session. 
























































Atomic Energy Commission (AEC) Expands 
Nuclear Applications. This became evident some 
week or 10 days ago when the Commission, 
possibly veering away from expensive atomic 
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development of electrical energy, decided 
to move out into fields where steam and heat 
are essential to industrial expansion. 
Four companies engaged in the production of 
pulp and paper have accepted an offer of 
AEC to participate in demonstrations and 
tests of a low—temperature process 
incorporating a nuclear reactor designed to 
serve industrial operations requiring large 
amounts of heat. Costs, as compared with 
conventional fuels, are not yet known — 
will not be for two or three years — but 
atomic experts predict "economies." Nuclear 
portion of the studied project will be 
financed principally by the AEC with 
beneficiaries providing sites and 
facilities for use of steam generated, 

plus pay-—roll operation of the plants for 
five years. The AEC is without comment on 
direct query on the possibility of the 
system eventually becoming the means of 
heating large city buildings, but two or 
three private sources aver that it will 
displace conventional fuels “within a 
matter of 15 or 20 years.” 











Private Welfare & Pension Plans Outstrip Social 
Security In Assets. Study of private welfare and 
pension plans, as revealed by reports under 
the Welfare and Pension Plans and Disclosure 
Act, discloses assets nearing $50 billion, 
while Social Security funds held in trust by 
Treasury Department stand considerably 
under $20 billion, with annual outgo 
exceeding income by around $700 million, 
and the outgo is steadily climbing. Assets 
of the private plans consist of dividend— 
earning stocks, bonds, etc., while SS trust 








part of the public (but unreported) debt, 
as are the more than $27 billion out on 
Treasury loan through the dubious process 
of "back—door" a Private Plans are 
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paying annual benefits in excess of $5.5 
billion without impairment — a position far 
more favorable than that of Social Security 
with a 1960 deficit of around $700 million. 








work — even if on City projects — or get 
off the relief rolls. 

Significantly, Commissioners of the 
Federally—operated District of Columbia 











Lumber Industry Looks Up After Depression Of 
More Than Three Years. Although current 
production of lumber continues below that of 
the corresponding 1960 months by about 15%, 
May—June output has shown a heartening spurt 
to within six percent of corresponding 
months of last year as gross mill 
inventories of sawn timber showed a small 
decline. Hopefully, lumbermen look to the 
President's liberal housing measures, now 
in effect, to markedly better their 
condition for the remainder of the year, 
even though there is some pessimism over 
the increased use of plastics and aluminum 
in small home construction. 


Don't Write Off Eisenhower As A “Retired 
Gentleman Farmer.” Although the former GOP 
President has been relatively inactive in 
political affairs, rest assured that he is 
far from "out" of the political and 
economic pictures. Thus far he has more or 
less left "politicking" to former Vice 
President Nixon — now writing a nationally 
Syndicated political column — the General 
has now made a significant move into the 
economic field where he will be increasingly 
heard from in support of sound Federal 
fiscal policies. Gen. Eisenhower has 
accepted the Honorary Chairmanship of a 
private citizens’ organization working for 
"national prosperity based on sound, 
non—flationary economic principles." Most 
such honorary posts are for "window 
dressing," but you may expect the former 
President to be more active than honorary, 
pitching for long-term policies that will 
avoid utter debasement of the national 


currency and credit. 





























Small N. Y. City May Lead The Way In Curbing 
Welfare Abuses. Newburgh (population 35,000) 
witha City budget of $3.5 million, one—third 
of which was being eaten up by the shiftless 
and wilfully unemployed in the name of 
welfare, has made headlines across the 
Nation by "cracking down" on those who make 
careers of chronic unemployment, 
illegitimacy, etc. Despite objections and 
threats of vote—hungry politicians in State 
and Federal circles, the little City is 
adamant in its position that the idle must 
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are working on a plan similar to that now in 
effect in Newburgh — reliefers must work, 

even though it be on public work projects, 
all the way down to street cleaning, or they 
will be separated from relief rolls. There 
has been no comment, as yet, from Congress or 























"hep" to the fact that a firm relief policy 
(despite matching Federal aid) is necessar 
lest public funds for the shiftless mount to 
proportions beyond the capacities of local 
budgets. Look for early Congressional 
approval of the Newburgh stand. 





























New England Congressional Delegation In 
Embarrasing Spot. Fighting for U.S. 
restrictions on imports of textiles and 
trying to support (generally) the reciprocal] 
trade agreements program, the "Down East" 
solons find themselves “in a bind.*® They 
want free and unimpeded imports of residual 
fuel oils, very, very essential to the 
area's economy, at the same time asking 
support of U.S. industry — including 
coal — in their battle against textile 
imports; and coal is definitely against the 
oil imports. Likewise, the situation is 
worrying the President who wants the free 
exchange of goods to continue, is 
politically obligated to West Virginia and 
other coal producing States, but looks to the 
welfare of his native New England. Educated 
guess is that textile imports will not be 
impeded, that residual oil import quotas 
will remain as now fixed for the remainder 
of the year. 


Ground Forces To Be Increased. How, is the 
question. Under pressure to put more troop 
into Europe to counter the Russian threat 
against Berlin and under pressure from 
Defense Secretary McNamara to increase 
Army ground forces by at least one division, 
the President vacillates between calling 
up a portion of Army reserves, segments of 
the National Guard and Marine Reserves plus 
stepped—up recruiting and enlarged draft 
quotas — already upped 2,000 men for July. 
Distressing fact is that we are seriously 


deficient in small arms — primarily modern 
rifles — for real enlargement of infantry 
forces. 
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.NTERNATIONAL'S 
IN THE WORLD 


By W. E. 


@ Comparing International Nickel with 
at the present time — Falconbridge 

@ The earnings — dividend outlook for 
as a long term investment holding 


HE announcement of the International Nickel 

Corporation that it is increasing the Free World 
price of nickel by ten per cent has created a new 
flurry of interest in this metal in the financial mar- 
kets of the Western World. There is no doubt the 
world nickel picture has experienced a decided im- 
provement during the past two years. In 1959, the 
fyture of the industry was uncertain because of 
the decision of the United States Government to 
end its program for the purchase of nickel for 
stockpile defense purposes. 

But because of the needs of this program, and 
for various other reasons, nickel productive capacity 
had increased very rapidly in Northern America 
during the preceding years, until by 1958 supply 
had outstepped demand for this metal by a very 
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DOMINANT POSITION 


NICKEL PICTURE 


GREENING 


@ Where production and consumption of the metal have reached a new high. 
European demand in rising trend — new uses in both industry and defense 


the two secondary producers in Canada 
Mines and Sheritt Gordon Mines 
International Nickel and its position 


large margin. In 1958 the productive capacity of 
the Free World was about 525,000,000 pounds as 
against a total world consumption of about 320,- 
000,000 pounds. 

But during the past two years, largely because of 
the current industrial boom in the United Kingdom 
and in Western Europe, the demand for this metal 
has undergone a very considerable rise. World nickel 
consumption consequently rose from 320,000,000 
pounds in 1958 to the record 515,000,000 pounds in 
1960, and the figures for 1961 promise to be even 
higher. 

As we have said, this increased demand has oc- 
curred almost entirely in Europe, since because of 
the current slump in the steel industry and for 
other reasons nickel consumption in the United 
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States has remained almost stationary and, indeed, 
even declined slightly in the second half of 1960. 


Evropean Demand Now Equals That Of The U.S. 


For the first time in history, nickel shipments to 
Europe from the mines in northern Canada have 
almost equalled those to the United States. At the 
present time, the Free World consumption of nickel 
is divided as follows: 
forty-three per cent ; 
forty-three per cent ; 


Europe: 

the United States: 
Canada and other regions 
of the Free World: fourteen per cent. 


Today, the Free World production of nickel is 
almost entirely concentrated in three regions of the 
globe; with northern Canada providing 72% of the 
total, the French-controlled island of New Caledonia 
in the South Pacific 13% and Cuba 12%. 


Minor Nickel Sources 


Some nickel deposits are found in the United 
States, in Oregon and Missouri, and are being 
worked at the present time. But the output of the 
mines near Riddle, Oregon, which are controlled by 
the M. A. Hanna Corporation, have gone almost 
entirely to the United States Government during 
the past few years for defense purposes, although 
these contracts will end in the near future. There 
are also fairly large lateritic nickel deposits in the 
Dominican Republic, the Phillipines, and the Dutch 
East Indies, but little industrial exploitation of these 
deposits has taken place to date. 

At the present time, industries in the United 
States are dependent on foreign sources, chiefly in 
Canada, for over eighty per cent of their nickel 
supply. Nickel is one of the largest Canadian ex- 
ports to the United States and a very important 
item in her total external trade. 

Dominant Position Of International Nickel 

The great bulk of these Canadian reserves are, 
in turn, controlled by one American corporation, 
International Nickel, which dominates nickel pro- 
duction in the Free World. This corporation controls 
a group of nickel mines and operates nickel con- 
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1959 1960 Change 
{000 omitted) 

ASSETS 
Cash & Marketable Securities .. $126,690 $70,184 —$56,506 
Receivables, Net .. a 54,524 54,215 — ,309 
Ee . 138,412 178,755 + 46,343 
TOTAL CURRENT ASSETS ............:cccecceseeee 319,626 303,154 — 16,472 
I III \ncicnnstiinnnantenennsnpessesneatemnumaneen 306,135 366,636 + 60,501 
III annnusnesnecenccxvecnsesssecsecnentenenseeesennense 1,935 1,960 + .025 
Secur. for retire. ss :apueeniniaiaiialinaiemaniantinete 6,010 6,101 + ,o91 
PIRGITIIDTIOD ccrcececescsreonccscceesncccsncsenscorsenenesones 776 885 + J 
SI TITIES »<dicitenccsitacincneihdenbintciaennenaaanibnes $634,482 $678,736 +$44,254 
LIABILITIES 
Accruals; Accts. & Div. Pay. .............00000 $33,130 $34,124 +$ ,994 
ON, eS ; 46,090 41,038 — 5,052 
TOTAL CURRENT LIABILITIES ................... 79,220 75,162 — 4,058 
Reserves ......... simammenielh 71,385 83,067 + 11,682 
Common Stock 61,321 61,766 oa 
Se seuisenieed 422,556 458,741 + 36,185 
TOTAL LIABILITIES ..0........cccccccceeee $634,482 $678,736 + 44,254 
IED GERD cecccosssvccreisesccensseenaieneses $240,406 $227,992 —$12,414 
CURRENT RATIO ............. re oe 4.0 4.0 — 





centraters and smelters in the region around Sud- 
bury, in northern Ontario, about three hundred 
miles north of Toronto. It also operates an iron ore 
recovery plant at Copper Cliff, near Sudbury, a 
nickel refinery at Port Colborne, Ontario, near Buf- 
falo, N.Y., and at Clydach, Wales. Rolling mills 
where rolled cast and extruded products are made 
from nickel alloys are located at Huntington, West 
Va., Bayonne, N.J., and at Birmingham, Hereford 
and Glasgow, in the United Kingdom. International 
also controls large nickel and copper deposits in 
the wilderness region of northern Manitoba, about 
four hundred miles north of Winnipeg, which have 
only been opened up within the past decade, and it 
has recently completed at Thompson, in this region, 
the largest fully integrated nickel operation on the 
face of the globe, including a concentrator, smelter 
and refinery. 
Large Increase In Annual Capacity 


The opening of this plant will add 75,000,000 
pounds a year to the annual production of Inter- 
national Nickel, and it is estimated that nickel ore 
in this region is sufficient to provide for production 
for almost one hundred years. Total nickel deliveries 
by International in 1960 were 351,900,000 pounds 























Long-Term Operating and Earnings Record 
Percent 
Cash Earned 
Net Operating Income Net Net Net Earnings Div. On 
Sales Income Operating Taxes Income Profit Per Per Per Invested Price Range 
— (Millions) Margin (Millions) Margin Share Share Share Capital High Low 
1961 (1st Quarter) $124.4 $37.41 $14.3 $18.6 15.0% $ .64 $ $1.60~ % 81-58% 3 
SEED eiebinionsinsesndceni 505.1 137.8 27.2% 60.1 80.7 16.0 2.76 3.29 1.52 15.5 59'2-4734 
NT siesuiinniinisatianidiia 457.7 140.2 30.6 58.7 85.1 18.6 2.92 3.42 1.50 17.6 5558-43" 
BD sccenipucitincsiiciiethe 322.0 63.6 19.7 28.2 39.6 12.3 1.36 1.82 1.30 9.0 47'2-35% 
SIE sxcscentncnnioansniiiien 442.8 136.8 30.8 56.8 86.1 19.4 2.95 3.65 1.87 19.5 5758-33'8 
STEED scarsensenseiscnetieiantie 444.7 151.8 34.1 61.0 96.3 21.6 3.25 3.98 1.87 21.7 5618-39 
I dotitisinnctianbiniainciaiies 416.3 148.7 35.7 60.2 91.5 22.0 3.07 3.79 1.87 22.7 4334-2812 
NW sccrnersecveneinionniaig 352.2 106.0 30.1 43.3 65.3 18.5 2.17 2.84 1.45 17.7 2934-17% 
I hcistevennecsnonnesenine 338.5 95.3 28.1 43.9 53.7 15.8 1.77 2.27 1.17 16.9 2334-17 
DED intcinipicintesnaiiiions 314.2 100.5 32.0 43.5 58.8 18.7 1.95 2.37 1.30 18.0 24 -20% 
UD situsncnnssiiatintnciinan 286.7 109.1 38.0 48.1 62.8 21.9 2.09 2.46 1.30 20.3 21-15% 
10 Year Avge. ....... $388.0 $118.9 30.6% $50.3 $71.9 18.4% $2.42 $2.98 $1.51 17.8% 
1__Net before deprec. and taxes. 2—Estimated 1961 rate. 3—To July 11, 1961. 
— 
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in 1958 and 317,040,000 in | Se I 
1959. This corporation is also |— =F ane & Smelting - }———f } 
planning to expand the cap- | t t | | i 
acity of its iron ore recovery | t t | Adjusted 
refinery at Copper Cliff, On- | — wetee Uings 
tario, to a total of 1,200,000 Banded Babt: ane | High - 368 
= in the year “_ Shs. Common: 29,197,118 - No par —— oe 
he refineries of Interna- | Fiscal Year: Dec. 31 
tional Nickel in Canada also | t ; ; , ' tata h 
process substantial amounts [———}——}———} | at ityt 
of such metals as copper, | f | ite 
cobalt, platinum, gold and sil- ; 1 t t + —o pert enna eee 40 
ver, iron ores, and sulphur. | | I | my {yl | 
Two Secondary Producers f | | Hh | 30) 
The two other chief nickel | i" hin 1 Ft i ' ial 
producers in Canada at the [Wa ae | t | 
present time are the Falcon- 4,1! | | | | | | | 
bridge Mines and the Sherritt; ’ + ’ ’ 10) 
Gordon Mines, although the | | : t | 
annual output of both of these |_ THOUSANDS OF SHARES | i —_ 
is well below that of Inter- i =F | 8 
hj i Bh wnt | 
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Falconbridge controls eight 11951 _| 1952 
large nickel producing prop- * 2.09 | 1.96 | 
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{240.4 


-3.25 | 2.95 
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of northern Ontario. Its mines 
in this area also produce cop- 
per, cobalt, silver, platinum 
and other ores. During recent years the productive 
capacity of these mines has been greatly increased, 
until in 1960 they reached a total figure of 65 
million pounds. This corporation has a refinery at 
Kristinstad, in Norway, and the chief markets for 
its ores are in European countries. Recently it also 
has acquired control of some nickel-producing prop- 
erties near Malartic, in northwestern Quebec, where 
production of copper-nickel ore is planned to begin 
towards the end of the present year. It has recently 
acquired control of some lateritic nickel deposits 
in the Dominican Republic where a pilot plant is 
being erected for the treatment of local ores. 

Sherritt Gordon Mines is the third largest nickel 
producer in Canada — with properties located in 
the Lynn Lake region of northern Manitoba, in a 
district some distance to the west of International’s 
Thompson properties. Sherritt controls about thirty 
miles of nickel and copper deposits in this area and 
has a 3,500 ton ore concentrator at Lynn Lake. 
Production at Lynn Lake has rapidly increased in 
recent years, reaching a total of almost one million 
pounds in 1960. These concentrates are shipped to 
a refinery which is located at Fort Saskatchewan, 
in northern Alberta. 


ETI Ser Se 


Heightened Prospecting Activity Indicated 


One result of this rise in the world price of nickel 
will undoubtedly be a new spate of prospecting for 
the mineral in northern Canada, where promising 
reserves have already been located during the past 
few years. Renewed interest will also arise in prop- 
arties which have not been brought into production 
obecause the nickel prices were too low or for other 
reasons. The large corporations described are them- 
selves carrying on extensive exploration programs 
n northern Ontario, Quebec and the Northwest 
rerritories, and it is quite probable that other 
British, Canadian and Amercan mining companes 
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Dividend subject to 15¢ Canadian non-resident withholding tax. 


* 3 months ** 6 months 


will enter this field if conditions continue to be 
promising. 

During the past decade, a large belt of nickel- 
bearing ores has been discovered extending across 
the remote Ungava Peninsula, in northern Quebec. 
The high cost and the difficulties of mining and 
transportation in this region have, however, delayed 
developments there up to the present date. Never- 
theless, several companies are active in prospecting 
work in this region, including the British Ungava 
Corporation, which is financed by several Canadian 
and British mining companies, and the Raglan Nic- 
kel Mines of Toronto. 


International’s Recent Earnings Performance 


During the past few years the financial history 
of International Nickel has reflected the conditions 
in the world nickel markets. Between 1952 and 1956, 
when the demands for nickel were steadily increas- 
ing because of the United States Government nickel 
purchasing program and other factors, earnings 
per share rose from $1.95 to a high of $3.25 a 
share. Then there was a fall to $1.36 a share in 
1958. This was the lowest figure since the beginning 
of the decade, but during the past two years, a 
rise to $2.92 in 1959 and $2.76 in 1960 has occurred. 
(These earnings have all been adjusted for the 
two-for-one stock split during 1960.) During this 
same period, dividends per share rose from $1.30 
in 1958 to $1.5214 in 1960, and the prospects for 
1961 seem to be decidedly favorable at the present 
time. 


Special Factors Favoring Canadian Producers 


Several special factors also favor Canadian nickel 
producers at the present time. One of these is the 
fall of the Canadian dollar. During the past few 
years, the Canadian nickel companies whose chief 
markets are in the (Please turn to page 553) 
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1961 MID-YEAR 
DIVIDEND FORECASTS 
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if Devices and Controls... 








Position of the Individual Companies 


UNDER GREAT COMPETITIVE CLASH 
IN THE ELECTRONICS INDUSTRY 


By MALCOLM McVEY 


—Up-to-date evaluation of outlook and prospects for the various 
branches of the ELECTRONICS Industry — from heavy equipment 


and controls — to TV and Computers .. 


. and appraises the 


earnings-dividend outlook for the individual companies looking to 1962 


HE electrical industry is currently in a period of 

sparkling growth and shocking turmoil. The 
growth sparkles because it continues unabated de- 
spite the recession, declines in capital spending and 
the growing cost of electronic equipment. The tur- 
moil stems from the anti-trust action against the 
major companies for price-fixing, the scrambled 
price structure already in evidence for components, 
and the likely price anarchy stemming from the gov- 
ernment’s attempt to establish minimum and maxi- 
mum prices for many products. 

The result is an enigma for the companies and, an 
almost impenetrable maze for investors as they seek 
to find the companies that can be counted on to bene- 
fit from the extraordinary growth ahead for the in- 
dustry as a whole. This growth is easy to document. 
Despite the recession in the early part of the year, 
electronics sales will rise from about $9.75 billion in 
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1960 to $10.1 billion in 1961. If we include all forms 
of electrical and electronic services including broad- 
casting, the total comes up to about $13.85 billion, 
making electronics one of the nation’s biggest in- 
dustries. 

But these figures don’t tell the entire story. Mili- 
tary demand for electronics this year will top $5 
billion . . . and even more if Congress appropriates 
the additional $2 billion for defense requested by 
President Kennedy. In addition, industrial electron- 
ics sales are expected to top $2 billion in 1961, de- 
spite the fact that capital spending is expected t 
decline about 1%. However, should capital outlays 
actually increase instead as the economy swings up- 
ward, the figure of $2 billion—could be boosted closer 
to $2.5 billion. 

Nor is this the entire story. The burgeoning of the 
electronics industry implies a rate of growth un- 
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Leading Electrical & Electronic Equipment Producers 
—__—___—_—_—Fyll Fiscal Years——— —— Cash Ist Quarter 
Net Profit Net Per Earn. Net Per Price D 
Net Sales Margin Shares Per * Ind. Share Range Recent Yiela | 
1959 1960 1959 1960 1959 1960 Share Div. 1960 1961 1960-61 Price Se 
(Millions)— % % 1960 1961 
INDUSTRY LEADERS: 
I GENERAL ELECTRIC. ........... $4,349.5 $4,197.5 6.4 48 $3.19 $2.26 $3.47 $2.00 $.60 $.48 9978-60! 2 64 3.1 
' W.C. (Mil.) ‘59-$828.0; ‘60—$772.8 
WESTINGHOUSE ELECTRIC .. 1,910.7. 1,955.7 4.5 4.0 2.43 2.22 3.59 1.20 55 25 65 -40 aa 2.7 
W.C. (Mil.) ‘59-$768.0; ‘60—$772.3 
| ELECTRONIC CONTROLS: 
ds ERE 306.0! 322.71 3.1 3.1 .93! 97! 1.63! .60 51° 602 22 -113%4 23 2.6 
W.C. (Mil.) ‘59—$91.5; ‘60—-$98.3 
BECKMAN INSTRUM. ......... 44.8% 54.2” 3.9 5.7 1.30 2.243 3.31% 1.754 1.82% 14534-62'2 1.30 _ 
W.C. (Mil.) ‘59—$13.7; ‘60—$13.7 
a — — _ 
BENDIX AVIATION ............... 689.75 792.3% 4.0 3.3 5.375 488° 7.20° 2.40 2.186 2.328 7412-56% 61 3.9 
W.C. (Mil.) ‘59-$141.0; ‘60—$145.2 | 
iciclenamandenteendiaiiibdibiiins saencalidmaiaiiaaiaibits _— — —— | 
DAYSTROM, INC. ................. 90.67 92.37 2.5 0.7 2.487 487 1.847 N.A. N.A, 49%8-25'8 26 —_— | 
W.C. (Mil.) ‘“60—$22.1; ‘61—$31.7 
— - - — - } 
GEN. PRECISION EQUIP. ..... 215.5 244.4 1.9 2.2 2.63 3.46 8.55 1.20 77 .87 78 -43'2 70 1.7 
W.C. (Mil.) ‘59-$59.4; ‘60-$57.8 
INTERNATIONAL TEL. & TEL. 765.6 811.4 3.8 3.8 1.87 1.95 3.54 1.00 38 42 6078-32 55 1.8 
W.C. (Mil.) ‘59-$222.2; ‘60-$269.3 
LITTON INDUSTRIES 125.5> 187.7> 48 4.0 1.62> 1.765 2.56> 9 1.2910 §1.58!0 143-575 134 
W.C. (Mil.) ‘59—$38.7; ‘60—-$53.8 
MINN. HONEYWELL REG. . 381.4 426.1 7.7 6.2 4.20 3.74 5.45 2.00 .88 61 17834-1235 149 1.3 
W.C. (Mil.) ‘59—$149.3; ‘60—$137.3 
RAYTHEON MFG. .... 494.2 539.9 2.7 2.1 3.89 3.01 4.44 11 56 33 5338-30'4 40 
W.C. (Mil.) ‘59-$59.8; “60-$61.6 
TEXAS INSTRUMENTS 193.2 232.7 7.3 6.7 3.59 3.91 6.64 99 95 256'4-148's 162 
W.C. (Mil.) ‘S9—$27.5; ‘60—$37.1 
W.C.--Working Capital. '__Years ended Nov. 30. Years ended March 31, 1960 io 1961 
Based on latest dividend reports. ~_6 months tnded May 31. “Years ended July 31 
N.A.—Not available. >_Years ended June 30, 1959 to 1960. % Paid 2.5% stock 
*__9 months ended March 31. 10-9 months ended April 30 
> Years ended Sept. 30. l__Paid 3% stock 
© _6 months ended March 31. 
INDUSTRY LEADERS Daystrom: After several year floundering mpany 1 seems 
well established in electroni arning better year 
poor mead = nore Ye s in various fields will lead to lower Guanst Gendteien Cum a ' w a aan einai 
vould continue for a few cl 
Sn Gt deen Goce noe — heavy reliance of appliances tii: G2: & i Shatee ae , ae 
reorganization is paying ighe BI 
ELECTRONIC CONTROLS ee ee ee a he 
Avco Mfg.: Success in defense contracting has created new level of Minneapolis Honeywell Heavy expe of data nroceu ore ' 
profitability. Good ecrnings ahead. 1 back earnings of this strong company. A2 ; ‘ 
Beckman Instruments: Company 1; good quality with strong earnings Raytheon: Earnings have dropped rece f te - strong years 
uptrend. Mocerate improvement this year seems assured. Bl Small change expected this year c4 , _ 
Bendix Corp.: Major missile and electronics company. Earnings have Texas Instruments: Price weakne aad lacreased mastition have 
been static in recent year o crange seen 2 finally s!owed fast growth L k f more table earnings trend B2 
| RATINGS: A—Best grade. C— Speculative. 1— Improved earnings trend. 3--Earnings up from the lows 
B—Good grade. D—Unattractive. 2—Sustained earnings trend. 4 Lower earnings trend 
| 
= ee a | 
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Leading Electrical & Electronic Equipment Producers—(Continued) 
































W.C. (Mil.) ‘59-$35.0; ‘60—$38.4 


Full Fiscal Years Cash —Ist Quarter— 
Net Profit Net Per Earn. Net Per Price Div. 
Net Sales Margin Shares Per * Ind. Share Range Recent Yield 
1959 1960 1959 1960 1959 1960 Share Div. 1960 1961 1960-61 Price % 
———(Millions)—— % % 1960 1961 
ELECTRICAL EQUIPMENT 
& CONTROLS 
ALLIS-CHALMERS .................... $539.6 $530.0 4.2 2.0 $2.47 $1.12 $2.13 $1.50 $.28 $.15 40 -22 27 5.6 
W.C. (Mil.) ‘59—$290.9; ‘60—$280.0 
CUTLER-HAMMER ................... 114.2 110.2 5.8 4.5 4.31 3.16 5.20 2.00 99 69 96 -6232 80 2.5 
W.C. (Mil.) ‘59-$24.6; ‘60—$27.3 
FEDERAL PACIFIC ELEC. ........ 87.41 100.21 3.7 2.8 1.61! 1.721 2.901 .20° N.A. N.A. 2734-1458 15 7 1.3 : 
W.C. (Mil.) ‘59—$29.2; ‘60—$29.4 
ROBERTSHAW-FULTON .......... 79.5 71.5 7.2 4.0 3.35 1.65 3.05 1.50 .50 -32 55 -32% 44 2.3 | 
W.C. (Mil.) ‘59-$23.4; ‘60—$19.3 
SANGAMO ELECTRIC ........... 52.8 49.8 5.7 1.4 1.88 .42 1.57 75 19 .24 22'e-1 3s 19 7 4.0 7 
W.C. (Mil.) ‘59-$14.0; “60-$12.9 
ag 110.2 114.6 9.5 10.1 1.95 2.14 2.66 1.00% .53 41 4234-2512 41 2.4 





Note: See next page for footnotes. 





ELECTRONIC EQUIPMENT & CONTROLS 


Allis Chalmers: Little change seen in view of poor price structure for 
generating equipment. A2 


Cutler-Hammer: Earnings should recover some this year, but will remain 
well below previous high levels. B. 


Federal Pacific Electric: Company's outlook clouded by price fixing 


C—Speculative. 
D—Unattractive. 


RATINGS: A—Best grade. 
B—Good grade. 





1—Improved earnings trend. 
2—-Sustained earning trend. 


case and threat from bigger companies. C4 


Robertshaw-Fulton: Better demand from appliance makers should lead 
to higher earnings after sharp drop last year. 


Sangamo Electric: Economic slump severely depressed earnings last 
year but some recovery is in sight for 1961. B3 


Square D: Company has prepared for major pick up in demand by 
modernizing. Some improvement this year, but not much. 


3—Earnings up from the lows. 
4—lower earnings trend. 
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heard of in the annals of American industry. During 
the 1950s for example, Gross National Product grew 
by about 70%, but electronics blossomed four times 
as fast. Such an extraordinary rate of growth cer- 
tainly cannot continue, but if it moves only one 
quarter as fast in the next decade it will become our 
largest industry before the sixties are over. 

This growth only partly explains the lure electron- 
ics has had for investors. Of equal importance has 
been the high rate of return electronics companies 
have been able to obtain on a small asset base. The 
reason, which is obvious once it is pointed out, is 
that the principal asset of the industry is brain- 
power, whch might be expensive, but more often 
comes cheap as dirt. This explains the existence of 
more than 4,000 electronics companies in the country 
today, each with its own genius, and each with its 
individual place in the sun. 

But at the same time it explains many of the cur- 
rent troubles in the industry. Brainpower is valuable, 
but companies must maintain themselves between 
brainstorms and developmental contracts. Hence, 
there has been a flood of production of small cheap 
components as bread and butter items that are virtu- 
ally inundating the market. The result is massive 
price cutting in such products as transistors and 
other semiconductors at a time when the demand is 
greater than ever. 

In the process, some of the lustre has worn off 
many glamor stocks. Texas Instruments and Trans- 
itron are the best illustrations. They are number one 
and two in the transistor field, and each has been a 
prime speculative favorite in the past. Recently, 


however,it has been a different story. Competitive 
pressures have cut into profit margins severely, 
slowing down what had been an exceptional rate of 
profits growth. Texas Instruments last year just 
barely topped its year earlier figures, and then in 
the first quarter of 1961 fell behind the first quarter 
of 1960. The result has been a sharp decline in the 
price of the stock. 

What is most disturbing, however, is that the de- 
cline took place in a most active market. Total 
transistor sales in the first quarter rose to $78.4 
million from $77.7 million a year ago, and other 
components followed suit. Nevertheless, Thompson 
Ramo was forced to write off $3 million in transistor 
inventory values and giant General Electric held off 
expanding its transistor plant in Buffalo, N.Y. 

Paradoxically, as the prices decline and profit 
margins get squeezed for the components makers, 
the further use of transistors and other semiconduc- 
tors is encouraged. Appliance makers, radio and 
automobile manufacturers, are making greater use 
of these tiny devices now that prices have fallen in 
one year from an average of $2.70 to $1.93. Hence, 
the question must arise as to whether the compo- 
nents industry, for all its enormous growth, isn’t 
going to suffer from the same disease that beset the 
television industry several years ago: big market but 
too many companies and a resulting profitless pros- 
perity. 


Scrambled Picture for Major Companies 


For the major companies in the industry the 
weakening of the component price structure is just 
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1961 
SPECIAL MID-YEAR 


DIVIDEND FORECASTS 


* Timely... 
* Informative... 
* Valuable... 


Designed as a realistic guide to security 
values at this time— it weighs the outlook 
for 27 basic industries . . . and appraises 
earnings and dividend prospects for the 
individual companies over the balance of 
1961 into 1962, in the light of business 
prospects under financial and political re- 
visions taking place . . . presented inter- 
estingly and in a most practical dollars- 
and-cents fashion. . . 
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These Re-Appraisals Will Deal With: 


* Varying Status Of Each Industry...Looking To 1962 


e Shift in supply-demand potentials for civilian goods... 
where saturation exists ... affected by domestic and for- 
eign competition 

Where new techniques no longer require full capacity... 
where over-expansion still exists...where largely or 
partially readjusted 

Covers consumer goods—durables—non-durables—capi- 
tal goods... and will call attention to industries strategi- 
cally placed . . . likely beneficiaries for readjusted defense 
production 


* Earnings And Dividend Prospects For Individual 
Companies... 


e WHERE DIVIDENDS ARE AMPLY COVERED .. . CAS- 
UALTIES IN THE MAKING 

Takes up position of individual companies—those con- 
centrated in special fields where multi-industrialization 
exists—diversification at home and abroad 

Latest statistics clearly presented in concise text and tables 
with vital facts and figures...traces trend of sales— 
where increasing—where static—where declining . . . 
showing rise or fall in profit margins—and why . . . work- 
ing capital ition—with clarifying comments 

Analysis in depth will project earnings-dividend prospects 
into 1962 ... giving you both market and investment 
appraisals 


* To Assist You Further, We Will Star (*) 


SELECTED SECURITIES IN BEST POSITION LOOKING 
TO 1962 To Hold .. . to Buy . . . Speculative Opportunities 
with Leadership Potentials . . . and Which Issues to Avoid 
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Revolution in the 
CAN INDUSTRY 


—The battle between glass—cans 


This most interesting fea- 


alyst, tells a fascinating 
story of 
growth — adjustment to 


win competitive leader- 
ship and turn loss into 
profit—those that lag. 


UNDER GREAT 


* 


You will greatly value this up-t 
prospects for the various brane 
try—from heavy equipment and 
It will point out the companies In 
most—those to get lion’s share o 
orders—those blazing the way tk 


earnings-dividend out 
to 1962. 


Special 


Audit of 
INCO 


—and plastic containers—for a 
place in the sun 


By C. K. Strout 
re, by a first-class an- 
ingenuity — 
w trends in products... 
ose companies who 


ve pulled themselves 
by their boot straps to 


1962. 


A Realistic Appraisal of... 
* 


THE CONSTRUCTION INDUSTRY 


In light of new billions authorized by Congress 


By Howard Nich olson 
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Position of the Individual Companies... 


COMPETITIVE CLASH IN 
THE ELECTRONICS INDUSTRY 


By Malcolm T. McVey and Harold Fisher 


—3 MAJOR GROUPS 

1 — Makers of Devices and Controls 

2 — Communications — Radio - TV 

3 — Computers — Business Equipment 

o-date evaluation of outlook and 
‘hes of the ELECTRONICS Indus- 
1 controls—to TV and Computers. 
the field geared to benefit the 
f more billions in government 
» new achievements—new — 
trial applications— the most cerned — por ali those overrated. 
pec ey Peomedk Sar the tedbvidieal companies looking 


Investment 


By W. E. Greening 


An outstanding Cana- 
dian expert evaluates 
the position of this 
company, occupying a 
unique position in 
the field. Is it worth 
the high price at 
which it is selling, or 
is it a purchase in the 
light of new develop- 
ments looking to 
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Reappraisal of... 
THE RAILS 


—From blue chips—to the 


highly speculative 
By Robert B. Shaw 


If the rails gain their 
Magna Carta—the right to 
merge—to diversify—and 
relief from taxes and ex- 
cessive regulation, special 
opportunities for profit will 
emerge. In this special fea- 
ture the varying status of 
each road — the position 
and outlook is carefully ap- 
praised—tells which to buy 
—to hold—and where the 


“waiting game” is best 
policy. 


MACHINERY and 
MACHINE TOOL MAKERS 


By George W. Mathis 
This valuable analysis brings 
into clear focus the varying 
impact of changes os og 
spending .-- the pic = i 
domestic and foreign orders 

_ and the potentials look- 
ing to 1962. Specific —_ 
ments and ratings show 
where dividends are secure 
—where vulnerable — com- 
panics in the best earnings 
position. 
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ECONOMIC TROUBLE 
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By Norman A, Ba 
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IN OWTHE DANGER POINT 
AL DEBT LIMIT TODAY? ‘ 


lerome [pr Paul J. Maynard 

on Jevelh head of SEC, warned that when our National Debt 
s been ial structure of our country would be in danger. Now 
ts, and m author, a top-level financial analyst, reassesses the 
r this lethat have emerged in our economy these past years — 
juation @ids good today — or whether we can shoulder further 
n. lapse. Essential reading for every executive—investor 


jORL ATION DISSECTING 
* East | New Finds SECOND QUARTER 
: EARNINGS REPORTS 


is happ - By Industry — By see age he 
erves—prid oil output looking to year-end into 196 


oil nee§ stands in rela- By Ward Gates 
s being§rces of supply Our analysis of 2nd Quarter Earnings 
Westernfusia in piping last August warned of “tapering de- 
n and af{markets—her mand in basic industries and inroads 
r she cafdle East—and being made into profit margins by 
f adequ@lly deprive the higher costs.’ These factors have be- 
ational fs come stark realities! 

—wherepe strategically This year — we believe our current 
nd outh ruggle will be analysis of 2nd quarter earnings fig- 
L oil comres of the in- ures will prove equally accurate and 
ly pra helpful. Again we compare sales — 
rtin thq, written by a operating ratios — and net available 
sharesfust reading for for dividends with the previous quar- 
deals futives in every ters—and evaluate backlogs and new 
r of inffeum products. orders —to show where growth and 
etweenkeusses the riv- stability exist — where earnings are 
strugg#raq and Nasser likely to improve —to level off —or 
tr in the Arab’ decline further. 













~ Tr 14745. Unusual Weather That Is 
HE WO ee , Bound to Effect 
ify COMMODITY PRICES 


: By G. A. Kent 


ope-—— 
metoall a— Heat of 117° to 124° in the west, drought in the 
se cophat north, and unseasonable weather in the south 
positiomheir ... means higher prices for food stuffs and farm 
cets — fuss products. Also—raw material prices ...manu- 
rade af to factured goods ... and changing consumer buy- 
nificanfl re- ing habits—will feel the bite. Read this story... 
ve in thperi- important to investors and businessmen... by 


one of the key authorities in this field. 
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@ FORECASTING 
MARKET TRENDS 


Invaluable... you will want this alive and alert 
appraisal of market movements and stock 
trends—now and in the period ahead—when 
securities in all categories will have to be 
carefully assessed against the favorable or 
unfavorable factors under major economic- 
industrial-political shifts. 


e FOR PROFIT AND INCOME 


Timely and Sound... evaluation of corporate 
business prospects—earnings-dividend out- 
look for individual issues... calls atten- 
tion to securities to hold—to sell—to buy. 
A boon to the stockholder of record — it 
suggests opportunities for the investor, too. 


e OUR BUSINESS 
TREND FORECASTER — 


Using new and realistic indicators... has been out 
standingly accurate for the last 9 years. Normall: 
projects business three to four months ahead o 
the news. Of value to both the businessman anc 
investor...it is used as a guide in importan 
organizations — governments — and by security 
analysts. It is easily worth several times the cos 
of a year’s subscription. 


e BEHIND-THE-SCENES- 
IN-WASHINGTON 


Not just news and gossip... but a realistic 
analysis of inside-Washington politics— 
economic planning — taxes — budget — 
will keep you informed ahead of the 
news on developments in the tremen 
dous struggle for power at home and 
the international political game. 
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“~~ AROUND THE WORLD 
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age 

is informative feature ... for which we ar 
famous, deals with economic - financial 
political shift and change in the variou 
countries — and the likely impact on th 
United States — our trade —the dollar— 
and investment abroad. It is so authori 
tative that American industry and foreig 
governments use it as a working tool i 
gauging coming developments. 
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THREE nING UNV ALUES 


Gratifying Results 

“Your service has been particularly valuable 
to me in the past year. Among other things, 
your excellent analysis of individual indus- 
tries twice-yearly has directed my invest- 
ment thoughts only to those industries and 
securities with best prospects, and I might 
add, with gratifying results.” 
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Other Pleased Subscribers Say... 
A dream realized 


“I have been a subscriber to your magazin 
for 15 years, although I am only a tay 
driver. I have sent one daughter throug 
normal school, trained another as nurs 
and my son as a medical scientist, as a m4 
sult of the information I have secure 
through The Magazine of Wall Street. 
“I owe you so much. Thank you for publish 
, “tag A 

ing your magazine. 


—Mr. A.L.Y., New York Cit 















































—HMr. M.A.B., Pittsburgh, Pa. 
Yo “ SINGLE COPIES OF THE MAGAZINE OF WALL STREET CAN 
fe. BE RESERVED FOR YOU BY YOUR LOCAL NEWSDEALER. 


——-—-—-— SPECIAL SUBSCRIPTION ORDER FORM ———-—-: 


The Magazine of Wall Street 

120 Wall Street 

New York 5, N. Y. 

YES, please enter a NEW subscription to THE 
MAGAZINE OF WALL STREET in my name 
for the term checked below: 

(_] $50.00 for 3 Yrs.—78 issues—(Saves me $16.30) 
] $37.50 for 2 Yrs.—52 issues—(Saves me $ 6.70) 
(] $20.00 for 1 Yr. —26 issues—(Saves me $ 2.10) 
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You will receive personally dictated 
advice on securities you hold or plan 
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AMERICAN, CANADIAN & FOREIGN 
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Leading Electrical & Electronic Equipment Producers—(Continued) 
a ee Full Fiscal Years-——— Cash Ist Quarter 
Net Profit Net Per Earn. Net Per Price Div. 

} Net Sales Margin Shares Per * Ind. Share Range Recent Yield 
1959 1960 1959 1960 1959 1960 Share Div. 1960 1961 1960-61 Price % 
| (Millions) % % 1960 1961 
| ELECTRICAL PRODUCTS: 
| Cn 123.0 109.6 10.5 9.8 3.92 3.26 4.15 2.00 1.02 79 51%2-31 47 4.3 | 
| W.C. (Mil.) ‘59-$25.0; ‘60-$28.4 
| McGRAW-EDISON ................ 283.5 310.1 5.3 4.5 2.69 2.15 3.30 1.40 57 .37 4534-28 37 3.8 
| W.C. (Mil.) ‘59-$89.9; ‘60—$112.8 
:— ome ! | 
| RELIANCE ELEC. & ENG. .... 79.9% 87.6% 5.3 5.4 3.244 3.614 5.534 1.80 1.815 1.155 685s-43's 57 “3.2 

W.C. (Mil.) ‘59-$24.4; ‘60—-$26.4 | 

SUNBEAM CORP. ......... mn Tar 156.9% 9.3 5.4 3.80% 2.518 4.176 1.957 N.A. N.A 64'2-45% 52 3.7 
‘| W.C. (Mil.) ‘60—$54.1; ‘61—$62.5 
2 —— 

WHIRLPOOL CORP. ............. 430.4 446.4 4.7 3.5 3.22 2.40 4.57 1.40 .60 .40 3478-22 31 45 


W.C. (Mil.) ‘59—$85.2; ‘60 $79.0 
i W.C.—Working Capital. 

i| *—Based on latest dividend reports. 2—Paid 5% stock. 
N.A.—Not available. 3_Paid 1% stock. 





ELECTRICAL PRODUCTS 


| Maytag: Slightly better earnings forecast for 1961, but rate of growth 
| may be slower than in last few yeors. BI 


McGraw-Edison: Weakness in various lines and lower profit margins 


will again lower earnings. 


1__Years ended June 30,°1959 and 1960. 5 


Years ended October 31. 








6 months ended April 30. 
6—Years ended March 25, 1960 and 1961 
‘Including 25 cents extra. 


Reliance Mig.: Producer of motors and variable speed devices, earnings 
will be down in 1961 to lowest point in recent yeors. 684 


Sunbeam: Earnings slumped sharply in 1960, but will recover in 196] 
leads the field in small appliances. B3 
Whirlpool: 


Strong trode position through Sear-Roebuck help company 
Earnings should at least match last year's depressed figures. B83 





RATINGS: A—Best grade. 
B—Good grade. 


C— Speculative. 
D—_Unottractive. 





Improved earnings trend. 3—Earnings up from the lows. 
Sustained earning trend. 4—lower earnings trend. 

















another of many woes. General Electric has been hit 
by weakness in the prices for generating and other 
capital equipment, price reductions in consumer 
goods items; and a decline in defense business. To 
add to these troubles, the price-fixing conviction de- 
pressed heavy equipment prices further. 

Earnings last year fell to $2.25 per share from 
$3.19 in 1959, but it has been estimated that if prices 
had been firm, the physical volume of goods shipped 
last year would have produced record earnings. To 
make matters worse the price weaknesses have per- 
sisted into 1961, dropping first quarter earnings to 
48¢ from 60¢ a year ago. 

Despite these troubles, however, General Electric 
probably offers investors one of the best long range 
participations in the fabulous electronics field. Un- 
like many smaller units in the industry, there is 
little doubt of GE’s survival ability. The price-fixing 
case tarnished the company’s finish a bit, but there 
is little doubt of its dominant participation in the 
growth of electronics. 

Westinghouse with a more cyclical business than 
GE’s, is also having its problems. Earnings held up 
fairly well in 1960, but in the first quarter of 1961 
sharply lower profit margins resulting from price 
weaknesses dropped earnings to only 25¢ a share 
from 55¢ a year earlier. Of perhaps greater signifi- 
cance was the fact that earnings fell for the third 
‘consecutive quarter. 

Earnings will be down again this year, but for 
1962 there are signs of a turn. Over 55% of West- 
inghouse’s revenues come from industrial and gen- 
srating equipment, both of which are scheduled to 


JULY 29, 1961 


pick up substantially in the near future. The big 
question mark, however, is the price structure for 
these products in the wake of the price-fixing con- 
victions of all the major companies. If prices hold, 
Westinghouse will expand its earnings. If prices are 
sticky, the company will miss its best earnings op- 
portunity in some years. 


Other Components Companies 


A few companies, tied closely to the latest missile 
and satellite developments continue to do well. Gen- 
eral Precision Equipment, for example, has success- 
fully competed in the red hot missile guidance sys- 
tems field and in control devices for missiles and 
aircraft. In addition its Librascope Division has 
developed a profitable line of miniaturized airborne 
computers that have attracted strong defense de- 
mand. The result has been sharp earnings recovery 
in recent years, from a deficit as recently as 1958 to 
a profit of $3.46 last year. In 1961 earnings will 
probably climb to the $4.00 level, but new financing 
will probably be required to meet the growing level 
of business. Hence, future earnings growth per share 
can be expected to slow down. 

In sharp contrast to General Precision is Minne- 
apolis-Honeywell, one of the acknowledged leaders in 
the controls field, and among the best managed com- 
panies in the country. Earnings last year fell to $3.74 
a share from $4.20, and the decline persisted in the 
opening quarter of 1961. Sales continue to climb, and 
profit margins per unit of output hold up well, but 
the exceptionally high costs connected with the 
company’s data process- (Please turn to page 551) 
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j 1961 MID-YEAR \ 
' DIVIDEND FORECAST : 
5 —_ 
j PART Il ' 
4 
, 
Fort Mixed F ) 
ortunes 1Xxe OPr.ee : 
RADIO... TV... BROADCASTING 
Ss see See 
By STANLEY DEVLIN —_ 
, ‘ : . las 
® Movie makers look to better days in the year ahead with varying status 31 
: for individual companies — where color and pay television will be the answer oa 
| for some - 
‘ > Broadcasters vie with each other showing mixed prospects Mc 
( > Comparison of the progress, earnings position and outlook for the mi 
} individual companies, looking te 1962. the 
| HE fortunes of the movie makers, the television ciency, with about six or seven companies accounting ml 
¢ broadcasters and the TV set manufacturers are for approximately 70% of total set output. A few ne 
. . . . ry. . . . . Cr 
' intimately intertwined. With each passing year this years ago there were scores of producers each vying ‘5 
becomes more and more apparent as the film compa- for small segments of the market. In addition, most aN 
nies take bigger steps into television programming; of the companies now have profitable diversification, : 
: the broadcasters turn increasingly to Hollywood reducing their dependence on the vagaries of the _ 
re-runs as attention getters; and the set makers appliance market. Magnavox, for example, which — 
encourage both, in the hope that the results of the has been highly successful in the last few years, h 
marriage will be a burgeoning of new demand for now derives about 40% of its revenues from military 8 
television sets. electronics ; and Motorola obtains about 50% of its nat 
. a . u. 
. : revenues from the sale of two-way radios and other : 
Mild Improv ; : ote - * ; : 
provement Indicated for Set Manufacturers forms of military and aircraft communications he 
For the set manufacturers, the time is ripe for an equipment. poss 
upswing in demand. After years of shaking out, the Despite the diversification, however, the individual = 
industry has now achieved some semblance of effi- experiences of the companies vary widely. Magna- 
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deficit last year. No sustained uptrend however. 
American-Broadcasting Paramount: Further earnings progress likely, as 
all divisions contribute to profits. B1 

Columbia Broadcasting: Earnings should improve from broadcasting, but 
poor manufacturing results cloud picture. 

Columbia Pictures: Earnings will be ey lower than last year, 
no major change in sight over near future. 


Emerson Radio: Company is trying to build profits in new fields and 
should have some success this year. 


with 


RATINGS: A—Best grade. C—Speculative. 


D—Unattractive. 





B—Good grade. 


—_——_——_—_—_— Full Fiscal Years——— ——— Cash Ist Quarter 
Net Profit Net Per Earn. Net Per Price Div. 
} Net Sales Margin Share Per Indic. Share Range Recent Yield 
1959 1960 1959 1960 1959 1960 Share Div. 1960 1961 1960-61 Price eo 
(Millions)——— %0 eo 1960 1961 
ADMIRAL CORP. ......0............. $199.6 $187.8 2.1 41.3 $1.71 $41.04 $NA. $ $.32 $.08 2378-10 13 
W.C. (Mil.) ‘59—$38.4; ‘60—$36.7 
aad aed | 
AMER. BROAD.-PARA. .......... 287.9 334.4 2.7 3.5 1.92 2.77 4.21 1.00! 81 1.73 617%-2334 48 2.1 
W.C. (Mil.) ‘59-$52.0; ‘60—$64.8 
COLUMBIA BROAD. SYS. ...... 444.3 464.5 5.7 5.0 3.01 2.69 3.80 1.40- 81 .70 45\4-34 37 3.8 
W.C. (Mil.) ‘59—$96.9; ‘60—$94.6 
COLUMBIA PICTURES ........ . 115.73 118.5% 497.1 1.6 92.10% 1.28% 8 2.27% 285 1.045 347%-14% 27 
W.C. (Mil.) ‘59-—$46.3; ‘60—$44.1 
EMERSON RADIO & PHON. . 67.46 63.7 4.0 2.7 1.306 808 NA. > 537 307 =. 22-102 14 
W.C. (Mil.) ‘59-—$26.8; ‘60—$27.7 
GENERAL TEL. & ELECTRON. 1,081.0 1,178.5 6.7 6.1 1.13 1.04 2.35 76 .26 .22 34'e-23'2 27 2.8 
W.C. (Mil. ‘59-—$207.1; ‘60—$166.9 
HOFFMAN ELECTRONICS ... 46.4 54.3 43 418 1.31 4.63 01 . 17 3014-145 23 -- 
W.C. (Mil.) ‘59—$7.9; ‘60—$9.1 
MAGNAVOX CO. ................. 90.6> 124.9 3.7 5.2 1.50 2.76 3.53 1.00 54 .60 9634-3134 93 1.1 
W.C. (Mil.) ‘59—$18.7; ‘60-$23.7 
METRO-GOLDWYN-MAYER .. 130.99 130.49 5.9 7.3 2.919 3.839 4.599 1.60 1.4710 2.6510 70%-24% 61 2.6 
W.C. (Mil.) ‘59-$80.9; ‘60—$81.9 
ees 291.5 299.0 49 42 3.59 3.14 4.25 1.00 75 .20 100 -60'2 90 1.1 
W.C. (Mil.) ‘59—$57.0; ‘60—$66.1 | 
Note: See next page for footnotes. 
Admiral Corp.: Earnings should at least be in the black after big General Telephone & Electronics: Earnings from utility operations are 


offset by poor manufacturing showing. No progress this yeor 

Hoffman Electronics: After sharp decline resulting in deficit last year, 
earnings should score some recovery in 1961. C3 
Magnavox: Strong and profitable company with better than average 
record. Further earnings betterment expected. Al | 
Metro-Goldwyn-Mayer: Big film rental revenues 
season should lead to good earnings gain 
Motorola: Earnings dipped sharply in first quarter, 
chance that full year will equal 1960. B2 


and successful film 


but there is good 


1—Improved earnings trend. 3—Earnings up from the lows. 
2—Sustained earnings trend. 4—-Lower earnings trend. | 
































vox was able to score a healthy advance in earnings 
last year, reporting $2.76 a share compared with 
$1.50 in 1959. Even more important, the improve- 
ment continued into the first quarter of 1961, with 


earnings of 60¢ a share against 54¢ a year earlier. 


Motorola, relying on its diversification, managed to 
maintain its earnings pretty well during 1960, al- 
though net fell to $3.14 a share from $3.59 a year 
sarlier. In the first quarter of 1961, however, earn- 
ings plummeted to only 20¢ from 75¢ a share a year 
igo, indicating the high percentage of profits that 
ire tied to the consumer goods market. 

For Motorola, and the rest of the industry, the 
balance of 1961 should show improving results. Tele- 
vision set sales have been picking up in recent 
weeks, and prospects now are for total sales of 
ibout 6 million sets for the year, a figure moderately 
ibove the 1960 total. Hence, although the poor first 
juarter for most companies will keep earnings for 
he full year below or close to 1960 earnings, each 
successive quarter this year should make better 
‘eadings. 

Zenith, which along with Magnavox has proved 
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its ability to reap profits where others have stum- 
bled, had a small decline in earnings during the first 
quarter, showing $1.16 per share compared with 
$1.30. But as the largest individual producer of sets 
the company should benefit substantially from the 
pick-up in demand now in progress, and earnings for 
the year should come close to the $5.11 scored in 1960. 


New Push Needed 


But with the exception of Magnavox and Zenith, 
even a good rise in demand this year will be of 
limited value to the set makers. What is needed is 
a new stimulus for shaking the consumer out of his 
lethargy and into a massive new buying surge, in 
place of the simple replacement psychology that 
now dominates the market. 

Color television has long been the hope, but de- 
spite the fortune spent by RCA in pioneering the 
field it has still not caught fire. Both Zenith and 
Motorola, however, have recently taken active steps 
to get into color production, indicating that perhaps 
a breakthrough is coming soon. It is needed, espe- 
cially for companies like Philco and Admiral, both 
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W.C. (Mil.) ‘59-$61.4; ‘60—$68.3 





Full Fiscal Years Cash —Ist Quarter— 
Net Profit Net Per Earn. Net Per Price Div. 
Net Sales Margin Share Per * Indic. Share Range Recent Yield 
1959 1960 1959 1960 1959 1960 Share Div. 1960 1961 1960-61 Price % 
—(Millions—-_ % % 1960 1961 
PARAMOUNT PICTURES ........ $111.8 $120.7 6.7 5.8 $2.62 $4.20 $5.29 $2.00 $1.02 $1.46 8534-3912 75 2.7 
W.C. (Mil.) ‘59—$71.8; ‘60—$69.5 
| 

_ | See 397.8 400.6 1.8 0.6 1.67 47 2.06 — .37 4.41 38'4-15% 24 — 
W.C. (Mil.) ‘59-$100.5; ‘60-$93.7 
Sis becttinnnaesbcihilenechiabiieiicialabbeianien 1,395.6 1,494.8 2.9 2.3 2.64 1.97 3.65 1.001 .85 -68 7832-46'2 60 1.7 
W.C. (Mil.) ‘59—$316.1; ‘60—$295.2 
Fs GE sccesccccseccecseee 29.86 29.16 3.0 7.5 .246 .856 1.32 .60 .407 547 1834- 7'2 16 3.8 
W.C. (Mil.) ‘59—$5.5; ‘60—$6.7 
TWENTIETH CENT-FOX FILM 118.7 116.8 3.5 5.3 1.78 2.54 2.89 1.60 .69 .68 5512-30 42 3.8 
W.C. (Mil.) ‘59—-$78.3; ‘60—$77.1 
UNITED ARTIST CORP. ......... 95.0 108.5 4.3 4.0 2.47 2.58 N.A. 1.60 47 51 4034-2358 36 44 
W.C. (Mil.) ‘59-$33.2; ‘60-$56.9 
UNIVERSAL PICTURES .......... 52.6% 58.46 2.0 10.8 .956 6.926 7.398 1.00 4.047 1.987 68 -28% 55 1.8 
W.C. (Mil.) ‘59—$32.6; ‘60—$29.5 
WALT DISNEY PRODUCTION 58.411 46.411 5.8 42.9 2.1511 dg3ll NLA. .40 4.9612 4112 49%4-20 41 1.0 
W.C. (Mil.) ‘59—$13.3; ‘60—$17.6 
WARNER BROS. PICTURES ... 87.0% 92.19 10.8 7.7 5.919 4.649 5.30° 1.20 2.2713 3.1813 81 -37% 78 1.5 
W.C. (Mil.) ‘59-$44.7; ‘60—$46.9 
ZENITH RADIO .................... . 260.0 254.1 6.4 6.0 5.63 5.11 5.67 2.60'4 1.30 1.16 185 -89% 175 1.5 








‘ 


Years ended at June 25, 1959 and 1960. 10 


W.C.—Working Capital. 1_Paid 2% stock 
*—_Based on latest dividend reports. 2—Paid 3% stock. 
d—Deficit. 3 

N.A.—Not available. 4_Paid 5% stock 


°—40 weeks ended April 1. 
>—Years ended October 31. 13 
26 wteks ended April 29. 


5—Year ended June 30, 1959. 
9—_Years endtd August 31. 

26 weeks ended March 16. 
11__Years ended Sept. 30. 
12_§ mos. ended Mar. 31. 

6 month ended February 25. 
14__{ncluding $1.00 extra. 














Paramount Pictures: Operations in many fields are contributing to rising 
earnings *rend. Further improvement in 1961. BI 

Philco: Big deficit in first quarter will make it difficult for year to 
improve, May match last year's depressed net. 

R.C.A.: Earnings trend has been down in last few years. In 1961 profits 
will probably fall again. B4 

Republic Corp.: Movie distributer and processor. Earnings are recover- 
ing after several years of poor results. Cl 





United Artists: Highly successful film producers. Earnings in good up- 

trend with further progress seen in 1961. B2 

Universal Pictures: Big profits last year, but trend will not be sustained 
B 


in 1961. Lower net ahead. 4 
Walt Disney Prod.: Several poor TV shows hurt 1960 net, causing losses. 
However, in 1961, net will recover substantially. B3 


Warner Bros.: Smaller number of shares outstanding will lead to in- 
creased net per share. C2 





Twentieth Century-Fox: Earnings should improve, but per share net Zenith: Top flight company should at least equal last year’s results. 

could be up sharply if shares are called in. B1 New Strong uptrend in the making. 

RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—Earnings up from the lows. 
B—Good grade. D—Unattractive. 2—Sustained earning trend. 4—lLower earnings trend. 








= eats al 











of whom have suffered enormously from the wide 
swings in replacement demand. 

Last year Philco’s earnings slumped to only 47¢ 
a share against $1.67 a year earlier. A better mar- 
ket in the latter half of 1961 will help the company, 
but in view of the 41¢ per share loss reported in 
the first quarter, earnings for the full year may 
barely match 1960 results. Philco’s problems are 
complicated by the fact that its major diversifica- 
tion now is in the transistor field, which has been 
hit severely by price cutting. Hence, major invest- 
ment designed to cut down the risks of the tele- 
vision field has so far backfired for Philco. Under 
the circumstances, it is unlikely that dividends will 
be resumed in the near future. 

Admiral reported a deficit last year, after earning 
$1.71 in 1959. So far this year, results have been 
severely depressed again, and the likelihood is that 
they will remain depressed unless an unusually high 
level of demand develops in the set market. 


Better Programming, Pay-TV Offer Faint Hopes 
But where will the new demand come from, if not 


534 





from color? There are really only two major areas 
of hope. The first is for a sharp improvement in pro- 
gramming by the broadcasters. This appears un- 
likely, however, in view of the high costs of program 
production and the established viewing potential of 
low grade fare. The second is the possible success 
of Pay-TV, which may solve the programming prob 
lem and lead people to turn in their sets for bette 
quality units in order to take advantage of the im- 
proved level of entertainment that can be offered on 
a subscription basis. 

Unfortunately, Pay-TV is still a long way off— 
and when it does come will be a boon to the broad- 
casters and the movie companies before any rea! 
benefits trickle down to the less successful set 
makers. 

Curiously, the broadcasters have taken a back 
seat in the development of Pay-TV despite the gen- 
eral recognition that it is a potential one billion 
dollar field. Zenith has been one of the major pio- 
neers, and is currently running an FCC approved 
three-year test in Hartford, Connecticut. 

Paramount Pictures (Please turn to page 548) 
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1961 MID-YEAR 
DIVIDEND FORECASTS 


PART Iii — COMPUTERS... 
BUSINESS MACHINES 









































RW-300 DIGITAL CONTROL COMPUTER 
INSTALLATION AT DOUGLAS AIRCRAFT 
COMPANY, Santa Monica, California, directs 
the test of missile components. 


COMPUTER CALCULATIONS 
NOW EXCEED 
THE SPEED OF LIGHT 


— the leaders and runners-u P 
By W. A. HODGES 


@ Competition grows apace under fabulous inventions that 
deal with mathematical calculations . .. computers that can 
talk to each other ... and expansion of products into for- 
eign fields — with Italy buying into U.S. through Underwood 

@ Earnings-dividend outlook for the individual companies — 
showing which have investment status — where speculative 


EW industries enjoy the unanimous verdict of billionths, a speed that can only be imagined. Mr. 

assured expansion that is afforded the business George W. Dick of RCA has explained the “nano- 
machine group. In fact, the differing opinions center second” by describing it as a tiny segment of time 
on how fast the growth of this industry will be, in the same proportion to one second as one second 
rather than on whether or not it will grow. is to 31 years and eight months. 

The reasons for this belief are not difficult to dis- The meaning of this speed, of course, is more im- 
cern. The last ten years have seen enormous pro-_ portant than the numbers. It means that computers 
gress in the use of machines to replace the slow’ can handle infinitely more data and translate that 
process of calculating effort, but already develop- data into useful information in short order. Thus, 
ments on the drawing boards relegate the experience IBM recently demonstrated a machine that could 
of the last decade to the “stone age” of computer’ store 99 million separate pieces of information, yet 
te -hnology. A dozen years ago machines that oper- recall any one of them instantly. 
ated in fractions of a second were considered excep- Information retrieval, as the process is called, 
ticnal. Soon the speed stepped up to a point where opens up vast new areas for computers. Sales data 
new words had to be invented to identify the rate can be retained for years, yet recalled instantaneous- 
—the “milli-second” for thousandths of a second; ly; past records; past cyclical patterns; and past 
and then the “micro-second” for millionths. Now, performances of individuals can also be brought to 
however, computers operate in “nanoseconds”’—or the attention of management at a moment’s notice. 
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Moreover, past managerial experience can be re- 
called and its success evaluated by computers 
which will also suggest changes to make the de- 
cisions more effective. In terms of human values, 
information retrieval can be used for medical diag- 
nosis, for weather forecasting—and who knows, per- 
haps even stock market prognostication, someday. 

Lest anyone think these prospects are far in the 
future, a look at current computer technology and 
data processing is in order. Until now, data process- 
ing systems, with computers at their hearts, have 
been little more than robots, doing man’s bidding 
but little more. Now the prospect of inter-computer 
communication has developed, laying the ground- 
work for computers to talk to one another—a kind 
of a mathematical coffee-klatch. 

The process has advanced far enough so that there 
already is recognition of the need for a commonly 
accepted language among computers, regardless of 
who makes them. The Defense Department, there- 
fore, has set up operation COBOL, or a Common 
Business Oriented Language, to deal with the prob- 
lem, and to influence manufacturers to program 
their devices for inter-computer communication. 

Where these rapid, and almost unimaginable de- 
velopments will take us is almost impossible to pre- 
dict (without a computer, of course) but there is 
little doubt that the field will blossom through thick 
and thin. 


Stock Values Beyond Calculation 


Unfortunately for investors, the problem of trans- 
lating the future potential of business machines into 
a reasonable price to pay for the stocks, requires the 
use of computers not yet developed. If IBM, for ex- 
ample, were to continue to grow at the same rate 
as in the last ten years, its sales in 1970 would cross 
the $20 billion mark. In another ten years IBM 
would account for about 25% of Gross National 
Product. Obviously this rate of growth cannot be 
sustained, yet if IBM were to increase its dividend 
tenfold in the next ten years something that is pos- 
sible, today’s buyer would receive an average return 
of about 2.5% a year—or far from a living wage. 

The paradox of the business machine companies 
is that despite their enormous growth potential, a 
change in market psychology could make them de- 
cidedly inferior investments. In effect, growth com- 
panies and growth stocks are not necessarily synono- 
mous. 

Yet there is room in the field for the venturesome 
investor even today. International Business Machines 
defied recommendation despite its dominant position 
in the industry, for reasons hinted at above, but 
there are others which command attention if prices 
should come down. 

National Cash Register, for example, is generously 
priced at the present time, especially in relation to 
the average earnings over the past several years. 
However, the flat trend resulted from the enormous 
sums the company expended to become a major 
factor in the business machine field. Indications are 
that the program is about to be capped with success. 

For one thing, the company, through its cash 
register business, has a basic entry into retailing 
automation, and has developed the equipment to 
further the revolution. In addition, the company has 
pioneered (along with Burroughs) in the develop- 
ment of equipment for bank automation, and has 
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already shown success in merchandising these pro- 
ducts. Moreover, National’s technically trained sales 
staff is among the biggest in the industry both at 


home and abroad. The foreign situation cannot be: 


ignored, since the company’s operations in Europe 
and other overseas areas account for 40° of sales 
—and higher profit margins than at home. 

Recently, National Cash put the 390 desk-sizec 
data processing system on the market, and it wa: 
well received. With the introduction, the compan) 
established itself as one of the few with a full line 
of electronic systems, and hence justified the long 
vears of patient research and product development 
The general knowledge of the company’s success ha: 
led to a sharp rise in the price of the stock, makin: 
it unsuited for conservative accounts at the moment 
Nevertheless, earnings by 1963 could be over $4.00) 
per share compared to $2.52 in 1960, a prospect tha 
would make the stock attractive if market weakngs: 
pulls the price down. 

Sperry Rand also contains some appeal for th: 
more venturesome investor. After years of wallow 
ing in the doldrums of mismanagement and indiges- 
tion connected with merger of Sperry Gyroscope and 
Remington Rand, there are finally signs that the 
company is about ready to capitalize on its enor- 
mous potential. 

The computer division has been reorganized and 
has taken on a more aggressive tone. Moreover, with 
a technical sales force second only to IBM, Sperry 
probably has the best chance among all the compa- 
nies to cut into IBM’s lead. The stock is still specu- 
lative, however, because of the erratic earnings 
record of the last few years, and the fact that the 
company’s new organization has not yet proved itselt. 

Nevertheless, with huge Univac orders now on the 
books, earnings of $2.50 to $3.00 per share are pos- 
sible in another two years. Since the stock sells at 
a price-earnings multiple well below other major 
companies in the field, it qualifies as a good business- 
man’s risk holding. 

Earnings fell to 95¢ a share in the year ending 
March 31, 1961 as a result of heavy charges against 
computer production, but a recovery to approximate- 
ly $1.35 per share is in prospect for the current 
fiscal year. 

Scattered Reports 


IBM still dominates the field, and proved it last 
year and so far in 1961. In the first quarter of 1961, 
despite the recession, sales rose 14% and earnings 


‘climbed to $1.78 from $1.28 in the same period a 


year ago. Six months figures are about to be re- 
leased at this writing and should reach earnings of 
$100 million, or in the neighborhood of $3.70 a share 
compared with $2.79 in the first half of last year. 

Even this exceptional rate of growth, however, is 
insufficient to remove the enormous risks inherent 
in a price-earnings ratio of more than sixty-to-one. 
For all its greatness, IBM is not for the seasoned 
investor. 

Smaller Companies 


Among the other companies, the field is divided 
into those who are trying to catch up, and those 
who have cut out a special niche for themselves. 
Foremost among the latter is Pitney-Bowes, which 
is the world’s largest manufacturer of postage 
meters, and other mail handling devices. Earnings 
jumped to a new high last year, as new capacity 
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Position of Leading Business Machine Companies 





























—__—_—__—_—__————Fyll Fiscal Years—————__. Carch Ist Quarter— 
Net Profit Net Per Earn Net Per Price Div. 
Net Sales Margin Shares Per Indic. Share Range Recent Yield 
1959 1960 1959 1960 1959 1960 Share Div. 1960 1961 1960-61 Price Po 
| (Millions)— % % 1960 1961 
4 ©60©ADDRESSO-MULTIG. .............. $132.1! $155.9! 7.4% 8.1% $3.61! $2.02! $2.54! $.90 $1.52- $1.42- 9934-53'2 97 9% 
| W.C. (Mil.) ‘S9—$49.3; ‘60—-$53.8 
BURROUGHS CORP. .............. 358.1 387.4 2.0 2.3 1.07 1.39 3.50 1.00 37 21 4038-26'. 32 3.1 
| W.C. (Mil.) ‘59—$104.7; ‘60—$113.6 
COMPTOMETER CORP. ....... 17.1 20.3 41.6 2.5 d 37 58 85 21 .26 30'2-13 21 
W.C. (Mil.) ‘59—$5.2; ‘60—$5.0 
INT. BUS. MACHINES . eee 1,309.7 1,436.0 11.0 11.7 5.31 6.12 21.08 2.40 1.28 1.78 499 -272 474 S$ 
W.C. (Mil.) ‘59-$416.3; ‘60—$434.5 
NATIONAL CASH REG. ........ 419.0 457.8 4.6 4.3 2.52 2.52 5.14 1.20 43 47 104! 2-49’s 98 1.2 
W.C. (Mil.) ‘59—$92.5; ‘60—$126.1 
PITNEY-BOWES ........ saaieaiie 57.5 67.5 7.0 8.5 1.01 1.32 2.10 72 .28 32 59'2-29'4 55 1.3 
W.C. (Mil.) ‘59-$12.5; ‘60—$15.2 
ROYAL McBEE CORP. .......... 103.9! 111.0! 1.2 6 62! 28! 2.32! 502 41.092 2138-1178 14 
W.C. (Mil. ‘59-$28.5; ‘60—$27.8 
tens ——- 7 ne ae ee _ 
| SMITH-CORONA MARCH 92.1% 93.3” 6 d4 26° d 24% .82 19% 43% 31'4-1T'2 22 
W.C. (Mil.) ‘59—$43.2; ‘60—$38.4 
SPERRY RAND CORP. ........... 1.173.0° 1,177.0° 3.2 2.3 1.30° 95° 2.36 6 N.A. N.A. 35 -18% 28 
W.C. (Mil.) ‘59-$300.1; ‘“60—$278.7 
UNDERWOOD Corp. . 75.4 94.6 9122 4167 49.34 46.27 491 41.14 65'2-2434 50 
W.C. (Mil.) ‘59—$30.3; ‘60—$30.4 
W.C.—Working Capital. 1_Year ended July 31. 4__9 months ended March 31. 
*—Based on latest dividend reports. 2—9 months ended April 30. >—_Years endtd March 31, 1960 and 1961 
d—Deficit. 3_Year ended June 30. 6—_Paid 2% stock, March 20. 
N.A.—-Not available. 
ras utilized efficiently. However, at over 36 times tains large risks. The $1.00 annual dividend appears 





















arnings the stock is a risky investment. 

Earnings this year will pprobably score another 
ealthy advance to over $1.50 a share from $1.32 
1960, but the impact of competition will be felt 
1 later years. Friden is about to introduce a com- 
etitive mailing machine and others are rumored to 
e coming to market, especially some foreign devices. 
Inder the circumstances future earnings growth 
nay become difficult. 

Burroughs Corp. is still being penalized heavily in 
he earnings column by the enormous expenses of 
eveloping a complete line of data processing equip- 
nent. Earnings in the past several years have been 
onsistently far below the peak level scored in 1956, 
nd apparently several more years must pass before 
eal recovery sets in. 

This year, first quarter sales dropped below the 
‘rear earlier level for the first time in a decade. But 
Ithough the decline was only 8°, earnings plum- 
meted almost 45% to only 21¢ a share from 37¢ a 
ear ago. 

For the balance of the year shipments should pick 
p and earnings may well recover to a point where 
ey will top last year’s $1.39 a share. Further im- 
rovement should occur next year, since backlogs 
ave been building up substantially, especially for 
ank automation equipment. Despite the better sales 
tlook, however, the company faces the sizeable 
‘roblem of reestablishing its profit margins, which 
‘ave dropped steadily from a level of about 20% 

sales in the early Fifties to only 9% in recent 
ears. At 16 to 18 times earnings the stock still con- 
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safe, however, and affords a higher yield than is 
usual in the industry. 

Addressograph-Multigraph is another company 
with a special niche. Its main business consists of 
duplicating machines which are conventional rather 
than electronic. Growth of this field has been ex- 
ceptional, making the stock a star performer in re- 
cent years. Currently, however, the earnings growth 
is slowing down and results for the year ending 
July 31 are likely to fall below the previous year 
for the first time since 1952. 

The reversal will be temporary, since recent indi- 
cations point to a resumption of the uptrend in the 
vear ahead, but the rate of growth will be slower. 
In consequence, the high 40 times earnings multiple 
contains exceptional risks. Moreover, the dividend 
affords a minimal 1% return which is hardly enough 
compensation for the risks. 


Other Developments 


Other companies in the data processing field are 
covered in articles analysing their main field of en- 
deavor. Minneapolis-Honeywell, for example, is 
covered among the makers of controls—and several 
other companies are active in defense industries or 
other areas of electronics. 

Among the companies deriving their main re- 
venues from business machines, however, the most 
interesting is Underwood. The stock is far too spec- 
ulative for conservative investors, but interest cen- 
ters in the control which passed into the hands of 
Olivetti, the highly (Please turn to page 550) 
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August Market 


If there is no summer rally in 


the market this year, probably 


some inexperienced investors and 
younger brokers will be sur- 
prised. But it would not be unpre- 
cedented. Measuring July-or-Au- 
gust highs against May closings, 
there were seven years in the his- 
tory of the Dow Industrial Aver- 
age, which started in 1897, in 
which there was no summer rise 
or rally. The only postwar in- 
stance was 1946. But there have 
been a number of others in which 
the summer rally amounted to a 
nominal percentage. At this writ- 
ing, hopes are not high either for 
late July or for August. For Au- 
gust as a whole there has 
been some net gain by the indus- 
trial average in 40 years, some 
net decline in 23 years. 


Where They Stand 


At this time the industrial 
average is moderately under both 
its 1959 high and the slightly 
higher top seen early in the first 
1960 week. As was noted in our 
general market discussion a fort- 
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ror PROFIT ann INCOME 


night ago 21 of the 30 issues in 
the average are below their best 
1959 levels. Among the other 
nine, present gains from 1959 
highs in rounded figures and or- 
der of magnitude, are: Procter 
& Gamble 93%, American Tobac- 
co 60%, General Foods 52%, In- 
ternational Nickel 43%, Sears 
Roebuck 37%, American Tele- 
phone 34%, Texaco 16%, Wool- 
worth 13% and Johns-Manville 
9%. If these stocks were now un- 
changed from their 1959 highs, 
the average would be roughly 66 
points below its present level of 
685. 








Losers 

In nine cases, declines from 
1959 highs to present levels are 
modest to moderate. These are 
Allied Chemical, American Can, 
Eastman Kodak, Goodyear, Inter- 
national Harvester, Owens-Illi- 
nois Glass, Standard Oil of Cali- 
fornia, Swift and Union Carbide. 
On the same comparison, here are 
the largest losers: Chrysler 40%, 
General Electric 37%, Alcoa 
36%, International Paper 33%, 
Bethlehem Steel 32%, Anaconda 
27%, United Aircraft 27%, US. 
Steel 26%, General Motors 25%, 
Standard Oil (New Jersey) 25%, 























INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1961 1960 

| Tennessee Gas Transmission .............-..+sm0 12 mos. May 31 $1.31 $1.24 
IIE “GHIIID  ccscicccicnttescnrscincccacsassconcen 5 mos. May 31 70 ~ 26 
PD GI. icivinvecnstntisnsnveiscscieccnsonenecinneimecntannsion 6 mos. May 31 .60 51 
NINE RIED. cccacenaneushgicinensebiseheninsutaeammebinaseneaiul Year May 31 1.63 1.46 
I Te GR, wrth ertestnniccinrcreeninvinnenn 9 mos. May 31 1.27, 1.01 
RUE I IID, sacs cnis acncplensleaeabidabsaannenibale Quar. May 27 74 40 
BE TR Gs ca iccccnsscnenescncesscensnseccvnscesnsesien 12 mos. May 31 2.69 2.47 

| Caterpillar Tractor .... 5 mos. May 31 78 59 
BD I GR, Ta, II sicnsscsnscnscrccscscccssccsesisons 12 mos. May 31 3.03 2.88 
Pee. DRO III. oc ceccotetecescsesonscevessocn sens Quar. May 31 .20 15 
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duPont 23% and Westinghouse 
Electric 20%. In short, it is, as al- 
ways, “a market of stocks.” The 
data cited merely point up how 
little “the average’ means to the 
buyer, seller or holder of indi- 
vidual stocks. And when you look 
a’ the stocks in this average, 
brokers’ glib predictions that it 
is going to 800 or 1,000 or what 
hive you, can be taken with a 
gain of salt—although it could, 
if you live long enough. 


lrside The Market 


Direction of the market is 
downward at this writing. If it 
continues, some stock groups 
vhich have recently been per- 
forming better than the general 
lst may not be doing so by the 
tme you read these comments. 
That could be so perhaps for air 
] nes, chemicals, coal, drugs, meat 
packers, machine tools, motion 
tictures and sulphur. The princi- 
yal groups faring worse than the 


,Jnarket at this time are alumin- 


um, copper, electrical equipment 
and appliances, electronics-tele- 
vision, machinery, steel and tires. 
Reflecting caution on the one 
hand, desire to employ surplus 
cash on the other, there is rela- 
tively strong demand for selected 
food stocks, food store and some 
other retail issues, bank and in- 
surance stocks, leading cigarette 
issues, natural gas distributors 
and selected electric utilities. 


No Bargain 


The secondary offering of 
(27,200 shares of Bethlehem 
Steel, for account of Massachu- 
setts Investors Trust, was readily 
absorbed at 40. It is a curious fact 
that large amounts of almost any 
well-known stock can be sold at a 
fixed price to buyers who would 
not place commission orders on 
their own initiative. Some insti- 
utional 


have been among the takers. We 
wonder why; and figure that the 
seller in this case probably will 
prove to have been smarter than 
the buyers. The stock is no bar- 
gain at 40 and could well sell low- 
er. The $2.40 dividend will not be 
covered this year and might be 
cut. Peak earnings were seen as 
far back as 1955 at $4.52 a share, 
were $2.52 last year and could be 
under $2.30 this year. We do not 
see appeal in the stock for the 
medium term or the long term. 


Another 


Following completion of a sec- 
ondary offering of 375,000 shares 
of Kaiser Aluminum at 40—fa- 
cilitated by concurrent “‘stabiliza- 
tion” of the issue’s market—the 
stock immediately fell to 38. Here 
again, we think the seller (iden- 
tity not published) was smarter 
than the buyers, although an 
earlier distribution would have 
been more sensible. Earnings 
were $1.20 a share last year, less 
than half of a peak $2.87 back in 
1955. Prospects are not impres- 
sive. In our issue of last May 2 we 
expressed the opinion here that 
the stock was overvalued at 4514. 
That has proved right. Our pres- 
ent opinion? It is still not cheap. 


Best And Worst 


Adding additionally to its pres- 
tige as No. 1 in the cigarette in- 
dustry, Reynolds Tobacco has 
raised its dividend from a $2.60 
to a $3.00 rate, making it eight 
years in a row for higher pay- 
ments; and proposed a 2-to-1 
split, following 2-for-1 in 1959. 
This will be the eighth straight 
year of record profits. The ex- 
planation for this phenomenon is 
management. The stock is at 132. 
We still advise retention of long- 
term holdings. Among the Big 
Three in the industry, Liggett & 














funds are reported to Myers remains worst in perform- 
oe ——————_______ _— — 
F DECREASES SHOW IN RECENT EARNINGS REPORTS 
i 1961 1960 
I a a 24 weeks June 17 $ .65 $ .88 
Masonite Corp. snstcadiomninnsionevenientitinssiathiamaiiteitanteiaiiaas Quar. May 31 -63 71 
Be MID DG ccterscsscesccecssemennicstionecctnensiies Quar. May 31 51 1.17 
i I UI sites cacciaipetneniebactiis 6 mos. May 31 58 1.45 
i, MINDY UIE 10. ntti cnc tnicennnsseiiatecadeekessiolasabaced 9 mos. Apr. 30 1.22 2.85 
4) Universal Pictures Co. ......cccccccecssesseesssseeeneee 26 weeks Apr. 29 1.98 4.04 
I Quar. May 31 .30 46 
Book-of-the-Month Club oo.o........ccccccccccsseeeeeens 9 mos. Mar. 31 .09 48 
Consolidated Electromics ............cccecesesseseeeeeseeee Quar. Mar. 31 26 .38 
Diana Stores . 9 mos. Apr. 30 50 73 
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ance. Earnings are no better than 
then they were ten years ago—or 
than they were as far back as 
1929. The $5.00 dividend is the 
same as in 1929 and coverage is 
not wide. So the current yield is 
high and the stock is not going 
anywhere. 


Aetna (Fire) Insurance 


This stock was recommended 
here a few months ago at 107 
and is now at 123. It remains un- 
dervalued. Following four years 
of losses, underwriting net was 
$1.86 a share in 1960. Added to 
investment income, it brought 
combined earnings to a record 
$9.87 a share, against 1959’s 
$4.81. If there is no heavy hurri- 
cane damage this year, they 
might reach the $13-$14 area. 
Now at $3.00 ($2.60 regular), 
dividends could go higher. 


The Fads Fade 


Vogues come and go in the 
stock market. There was great ex- 
citement in liquor stocks and 
gold-mining stocks in the early 
New-Deal days; in air lines and 
movies in the late World War II 
or early postwar periods; in 
uranium stocks a comparatively 
few years ago; in automobile 
stocks for some time in the 
1920’s; in aircraft stocks at a 
later time. There was the boom in 
radio stocks in the 1920's, tele- 
vision stocks a generation or so 
later, electronic stocks in more re- 
cent years—in each case, the 
same big companies were major 
participants. There have been 
relatively recent market booms 
in vending machine stocks, is- 
sues of textbook publishers, in 
the whole field of so-called 
“science” stocks and in “leisure- 
time” stocks, including those hav- 
ing to do with bowling, boating, 
etc. All of the fads of the last year 
or two are now dead or faded 
including the general fad for 
over-the-counter new offerings. So 
we now have a much different, 
much less exciting market. In 
time, there will be new or resur- 
rected vogues. Nobody can say 
what they might be. One thing 
sure about “science” stocks is 
that dynamictechnological 
changes mean opportunity for 
some concerns, trouble or disaster 
for others. 





Round Trip 


Market history is replete 
(Please turn to page 554) 
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INTERESTING TO 
NOTE — Sharp di- 
vergence between 
industrial output 
and underlying busi- 
ness trends in early 
1960, denoting heavy 
accumulation of in- 
ventories. 
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THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 
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INDUSTRIAL PRODUCTION 
(F Index 1947- = 100) 
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| j W ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 





COMPONENTS OF TREND FORECASTER T 





* Latest figures are preliminary. 


This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
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| COMMODITY PRICES 
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(Hours Per Week) . 4 
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HOUSING STARTS 
ke os (Number — Milions) 1,37 
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| CONSTRUCTION CONTRACTS " - 
149 (Biltions oO jollars —— 
—F | — 
| tLrisTirtip ft upta tty it yy 
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1959 > 1960 > 1961 

















(1)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from ¥. W. data. 
(b)—Computed from Dun & Bradstreet data. 
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y. The Trend Forecaster line does just that. When it 
changes directions up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. 
When particularly favorable indications cause a rise that 
exceeds plus 3 for a period of time, a strong advance in gen- 
eral business is to be expected. On the other hand, penetra- 
tion of minus 3 on the down side usually precedes an im- 
portant contraction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


A majority of the series entering into the Trend 
Forecaster are still rising, but not unanimously as 
they were early in the second quarter. In recent 
months, the best performers have been durable 
goods orders and average hours worked, reflecting 
general gains in industrial activity. Both stock prices 
and commodity prices are below the peaks reached 
in May, but commodities at least have been some- 
what firmer in the first half of July. Housing starts 
have been rising while non-residential construction 
contracts have receded. New incorporations and 
business failures have moved irregularly for several 
months. 

The Relative Strength Measurement, which sum- 
marizes the direction of movement of all eight indi- 
cators, has continued to rise in recent months, but 
at a slower rate than prevailed in late 1960 and the 
early months of 1961. By June, the Measure was 
approaching the plus three level but had not yet 
reached that mark. The recent behavior of the Rela- 
tive Strength Measure continues to suggest moder- 
ate expansion in the last half of this year, rather 
than a rapid reappearance of boom conditions. 
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80 CONCLUSIONS IN BRIEF 
170 
160 PRODUCTION-Stiil in a rising trend, but not as rapidly 
150 as in the second quarter. Seasonal slowdowns in autes 
140 and steel are being offset by broadening gains in 
130 most other manufacturing industries. General operat- 
120 ing rates to reach new records by early fall. 
110 
00 TRADE—Gradual strengthening continues. Department 
- stere volume strong. No boom as yet in credit sales, 
” but cash sales rising in durables lines. Outlook: further 
4 gradual improvement, notably in soft goods this fall. 
+2 
1 
7? MONEY & CREDIT—Still no clear trend. Interest rates 
- in a slow upward drift, but private demands for short- 
4 term funds and mortgage money remain slack. Outlook: 
te A further slow rise in rates, but no tight money, in the 
next several months. 
ped | COMMODITIES—Mixed trends persists, with industrial 
on commodities reacting to individual market conditions. 
Outlook: A little more firmness in the fall, but no im- 
self | portant rise in prices as yet in sight. 
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BUSINESS ACTIVITY 
M.W.S. Index (1935-1939-100) 
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ID-SUMMER marks an appropriate point, at 
which to pause and survey the record thus 
far of the fourth postwar business cycle recovery. 
In the several months since business reached a 
trough early this year, production activity and many 
of the statistical series that take their trend pri- 
marily from production have behaved very gratify- 
ingly indeed. Industrial production itself, as meas- 
ured by the Federal Reserve Board’s index, has 
already recovered all of the ground lost in the reces- 
sion that ran from May of 1960 to February of 
1961; the recovery in this series has, in fact, been 
considerably more rapid and sustained than follow- 
ing the previous decline. New orders for manufac- 
turing industries have likewise enjoyed a prompt 
and rapid turn-around, and the sales rate has risen 
along with the ordering rate. Employment in manu- 
facturing industries has turned moderately upward, 
enhancing the long-turn uptrend in nonmanufactur- 
ing, with the result that total non-agricultural em- 
ployment in June was only fractionally below its 
all-time peak fourteen months earlier. In durables 
manufacturing, in fact, the employment of produc- 
tion workers has moved up considerably faster than 
in the recovery of 1958. The average work week 
has lengthened, average hourly earnings have ad- 
vanced notably, and weekly earnings climbed to 
successive new records in May and June. 
®» The documentation of an upturn in production 
is thus about as complete as any analyst could re- 
quire. If there is any concern about the current 
state of business conditions it is not with produc- 
(Please turn to the following page) 
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Essential Statistics 































































































Latest Previous Year 

THE MONTHLY TREND Unit | Month Month Month Ago 

INDUSTRIAL PRODUCTION®* (FRB) ........ 1947-'9-100 | June 167 164 166 

Durable Goods Mfr. ............ 1947-’9-100 | June 171 167 171 

Nondurable Goods Mfr, .............s.s0008 1947-'9-100 | June 165 163 162 

Mining 1947-'9-100 | June 128 128 126 

RETAIL SALES* $ Billions | June 18.3 18.1 18.5 

Durable Goods $ Billions June 57 5.6 6.0 

Nondurable Goods ..............ccessesseseeees $ Billions | June 12.6 12.5 12.5 

Ie I IID cisnecessinenenssnsesssroornesens 1947-'9-100 | June 149 144 145 

- sane etude s 
MANUFACTURERS’ 

New Orders—Total® .0........ccccee-ceseeeeee | $ Billions May 31.1 30.4 30.5 
III TNININI accstsesisovesisesenseeses | $ Billions May 14.9 14.4 14.7 
Nondurable Goods $ Billions May 16.2 16.1 15.8 

Shipments® ................. | $ Billions May 30.7 30.1 31.0 
Durable Goods .....cccsss-sesssssessesseeesens | $ Billions = May 14.6 14.1 15.1 
Nondurable Goods ..............cccccce0e0 $ Billions May 16.1 16.0 15.9 

BUSINESS INVENTORIES, END. MO.* . $ Billions May 91.3 91.2 93.2 

Manufacturers’ ........c.cccccccccccccocccoseseees | $ Billions May 53.4 53.4 55.0 

II siciiicinnsinincinaciasesininss $ Billions May 13.4 13.4 13.1 

al ea clea tnidial $ Billions May 24.5 24.4 25.2 

Bengt. Steve teks ..ccecesesecccccccssceeseses 1947-'9-100 | May 164 162 161 

CONSTRUCTION TOTAL—+ ...............0.000 $ Billions June 56.5 55.7 55.2 

Nn i cuceeniedicieneebshibeieneticiicia |$ Billions © June 39.1 38.6 39.1 
III inn. seuadiiscviiietitensaniaticeadaeibsnibiae | $ Billions June 21.7 21.1 22.4 
III ssinduciicitennliainistuiianiainimekeiial $ Billions June 17.4 17.5 16.7 

Housing Starts*—a Thousands June 1374 1295 1279 

Contract Awards, Residential—b ...... $ Millions May 1554 1454 1453 
NI inlet ia aainaateiemastlneds $ Millions May 1948 1843 1884 

EMPLOYMENT 

II scssesinsssesthceisisciundieebionneana Millions June 68.7 66.8 68.1 

Non-farm* | Millions June 53.1 52.8 53.1 
Oe ES Millions June 8.7 8.7 8.4 
Trade* Millions June 11.6 11.6 11.7 
Factory*........ | Millions June 11.9 11.8 12.4 

Hours Worked* .| Hours June 40.0 39.9 39.9 

Hourly Earnings | Dollars May 2.35 2.34 2.29 

Weekly Earnings ..............c:c000- | Dollars June 94.24 92.90 91.60 
PERSONAL INCOME? ................cccssscsssees | $ Billions = June 417 413 406 

IE Bi BID eicccsesercescecssesssinnincens | $ Billions June 280 277 274 

Proprietors’ Incomes ..............::-:-see008 $ Billions June 61 61 61 

Interest & Dividends | $ Billions June 41 41 41 

Transfer Payments | $ Billions June 33 33 29 

Farm Income .... $ Billions June 17 17 17 

CONSUMER PRICES ....... sespisampinieiiiecdliaaial 1947-'9-100 | May 127.4 127.5 126.3 

| Ee CU ee 1947-'9-100 | May 120.7 121.2 119.7 

| ERE renee cee) | 1947-'9-100 | May 109.6 1095 1089 

Housing | 1947-'9-100 | May 132.2 1323 131.2 

MONEY & CREDIT 

All Demand Deposits*—v ............+ $ Billions June 112.7 112.3 109.9 

I PR cincisioninsititiniinnnianes | $ Billions June 101.8 103.0 98.0 

Business Loans Outstanding—c, uv ..| $ Billions | June 31.8 31.5 31.9 

Instalment Credit Extended*—v ..../| $ Billions May 14.0 3.9 4.3 

instalment Credit Repaid*—v ........ $ Billions May 4.0 4.0 3.9 

FEDERAL GOVERNMENT 

NN III isccbinssosin: atinininvnsbaseasoandel $ Billions May 6.5 5.1 6.5 

Budget Expenditures .................c0000 $ Billions May 7.2 6.5 6.1 

Defense Expenditures .................:c0+-+++ $ Billions May 4.0 3.8 3.6 

Surplus (Def) cum from 7/1 oo... $ Billions | May (6.7) (6.0) (3.1) 





PRESENT POSITION AND OUTLOOK | 





tion, but with the destination of 
the goods being produced. 


@iIn recent months, inventory 
liquidation, which had been pro- 
ceeding at about a $4.5 billion an- 
nual rate in the first quarter, has 
clearly ended. The book value o° 
business inventories evidently 
reached a trough as early as 
March; in the second quarter, the 
preliminary figures now available 
suggest some slight accumulation 
A substantial portion of the im 
provement in output has thus 
found its way on to the shelves of 
retailers, wholesalers, and manu- 
facturers themselves. The present 
level of production has thus closed 
the inventory gap, and must mn 
longer be considered abnormally 
low relative to existing levels of 
demand for end-product. 

@ Outside of inventories, the in- 
dications of cyclical expansion are 
real enough, but still of moderate 
dimensions. Retail trade has cer- 
tainly advanced from its winter 
trough, but the advance still leaves 
sales volume significantly below 
the levels reached in the first half 
of 1960. Sales of soft-goods are 
back to the peak levels experienced 
in early 1960, but hard-goods vol- 
ume remains moderately depressed, 
despite its recent improvement. 
Among the problems faced by dur- 
ables retailers is the continuing 
heavy overhang of instalment 
credit, and the continuing unwill- 
ingness of consumers to increase 
their debt levels. This is not an 
uncommon aftermath of recession ; 
in 1958, the net volume of instal- 
ment credit outstanding did not 
begin to expand until the last two 
months of the year. It may be sev- 
eral months more before reem- 
ployment and reviving optimism 
among consumers leads to a new 
expansion of outstanding indebt- 
edness. 

@In capital goods markets, a 
moderate expansion of outlays ap- 
pears to have begun, but again it 
is of less than dramatic propor- 
tions. The available forecasts of 
capital spending in the last half 
of 1961 point upward, and there 
has been some disposition among 
analysts to modify these forecasts 
by understating the probable rate 
of change. Where they do, it does 
not seem that the error is signifi- 
cant, and in any event the rate of 


as Se 











542 


THE MAGAZINE OF WALL STREET 





> Gn aa ae Ee i 


onan om ao 64 an a ep at on 


te J 
io 


a wwuUvUVUVnvVUuUWde WORE WUUU EAN OW A 


J5 






































































































TLOOK QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
ii —- 
——— In Billions of Dollars—Seasonally Adjusted, at Annual Rates ‘ : , 
ion of 4 recovery in capital outlays remains 
; —1961— 1960 much less striking than the recov- 
SERIES Quarter Quarter Quarter Quarter ery in production. (Machinery out- 
> Ml . 
ntor) : 1 Iv mM ' | put, however, turned upward in 
| PPO- |) | GROSS NATIONAL PRODUCT «0... osn 499.8 503.5 503.5 5o1.3 | April, and has been rising sharply 
mn an- Personal Consumption ..............ccsceeeeee 378.8 330.8 328.3 323.3 ever since; it Is now only a scant 
r, has iets Domestic Invest. ....cccocs-vesseeesee 61.0 66.0 70.8 79.3 | fraction below its 1960 peak.) 
ue o° | I III scicuteiccecestinininittasiinnanninncugatinnens 5.3 4.6 3.7 1.2 3 = on ait 
lently Government Purchases ............sse:esesse0e: 104.7 102.1 100.7 97.5 ° Residential building, too, has 
a _ “™ pene i 54.7 53.3 52.7 51.8 | contributed moderately to the gen- 
- Ps EE TT 50.0 48.8 48.0 45.7 eral improvement. At the onset of 
iTable |p | PERSONAL INCOME «00. ..cccccnnenne 407.5 408.5 408.0 396.2 | Summer, the rate of housing starts 
at cae Tax & Nontax Payments .................00006 50.4 50.4 50.5 49.2 had returned to close to 1.3 mil- 
; ro Shyeette _—— saaroncen en -s - pad sae lion, although the precise incen- 
onsumption Expenditures . : . 2 iwae whi av Be AY , 
thus Personal Saving—a ooccssssce-cscsccscceeonee 28.3 27.2 29.2 237 | tives which have led to recovery 
Pre. are not easy to locate. Interest 
mctng anna — Ee 40.7 41.5 48.8 rates on mortgages have clung to 
anu- SIPOTEND VERSE «... - 19.8 20.3 23.8 | about 6%, and there is nothing in 
esent Corporate Net Profit ...........cc00cccesessseees 20.8 21.3 25.0 h at f FHA VA : lics 
we Dividend Payments .occcvscvorsseenenneene 14.0 14.1 14.0 139 | the rate o A or VA applica- 
t ‘' LET 6.7 7.3 11.0 tions to suggest strong home de- 
| mand. Surveys of the housing 
¢ P_ ANT & EQUIPMENT OUTLAYS ............... . . 
7” . a 2s = 3521! market itself suggest that no re- 
‘ . - ava > 
THE WEEKLY TREND turn to the good old days of the 
: early Fifties is yet in sight., 
e in- - ne agee : . é 
1 are Week Latest Previous Yeor . @ | inally ’ spending In the pub- 
ania Ending | Week Week Age | lic sector has been advancing on 
cer- || | MWS Business Activity Index... | 1935-’9-100 july 8 | 317.4 3159 3048 — Defense spending has run 
inter MWS Index—Per capita’............ 1935-'9-100 July 8 | 226.0 225.0 2206 above a year ago in every month 
po Steel Production Index®............ 1957-'9-100 July 8 95.5 103.3 64.6 of 1961, and sharply above a year 
> Auto and Truck Production ........ Thousands July 15 159.9 110.4 133.7. ago in the most recent months for 
, Paperboard Production ............+. Thousand Tons July 8 203 336 175 which figures are now available 
half Paperboard New Orders ............ Thousand Tons July 8 228 308 183 Cash p: nied a te the 2 blic } 2 
are Electric Power Output®............-- 1947-'49-100 July 8 286 285 273 asn_ pa} S to the public Dy 
nced Freight Carloadings ...............-++ Thousand Cars July 8 425 534 456 the Federal government rose al- 
Engineerings Constr. Awards .... | $ Millions July 13 595 379 601 most $3 billion (annual rate) in 
vol- 4 Pax 
Department Store Sales .... 1947-'9-100 July 8 114 125 108 the first quarter, and a significant 
sed, Demand Deposits—c ......... $ Billions July 5 61.0 62.2 N.A. Peas 
ent. Business Failures—s ...........s-0-0 Number July 6 | 220 326 271 (Please turn to page 556) 
dur- *Seasonally adjusted. (a)—Private starts, at annual rot s. (b)—F. W Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
lng disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
ent centers. (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. (t)—Seasonally adjusted, annual rate. (vu)}—End of month 
vill- data. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
ase 
_ THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ion > No. of 1960-61 1961 (Nov. 14, 1936 Cl.—100) High Low July 7 July 14 
tal- issves (1925 Cl.—100) High low Ju'y 7 July 14 High Priced Stocks ...........c-cs-vse0 336.4 262.7 329.3 327.1 
not Composite Average 550.0 410.9 533.0 526.3 Low Priced Stocks ...........-ceecsesee 729.8 527.6 694.1 680.9 
two 4 Agricultural Implements ........ 497.2 346.4 450.9 a 427.8 S Geld CAMA c<ccesncesreceeesnecsenees 1226.0 810.8 985.1 1018.0 
ev- 3 Air Cond, (‘53 Cl.— 100) ..... 176.9 105.8 170.7 162.0 4 Investment Trusts ............cc000 136.5 166.5 162.3 
2m- 10 Aireraft & Missiles ............... 1329.2 861.9 1264.8 1275.6 3 Liquor ('27 Cl.—100) 1098.2 1433.3 1419.8 
x 7 Airlines (‘27 Cl.—100) ......... 1163.6 736.7 1065.9 1057.8 F RMR Y aceccsccseccecsecoserves me 402.9 608.4 588.9 
ism 4 Aluminum (‘53 Cl.— 100) .... 521.3 354.5 421.5 401.4 DB BR GORE ccceecencctemnesceseccesasess 364.2 457.8 441.6 
lew a 427.0 209.3 389.8 396.0 4 Meat Packing ........2.00000-<ccece0 303.5 223.9 303.5 303.5 
‘bt- 5 Automobile Accessories ..... ~ 80.3 401.0 491.7 491.7 4 Mtl. Fobr. (‘53 Cl.—100) ...... 208.6 132.4 188.1 188.1 
5 Automobiles ..................... 157.0 90.8 101.7 100.8 9 Metals, Miscellaneous ........... 449.8 313.3 439.8 436.4 
3 Baking (‘26 Cl.—100) ..... 44.6 34.9 38.2 37.8 B PROF 200000000000 cccrscescocsvccccoscccees 1237.1 867.3 1001.7 982.1 
a 4 Business Machines ................ 2008.2 1159.1 1851.7 1825.6 Wh DI vsccrccticicciiceneenicvenence 828.6 609.0 785.7 771.4 
ap- 0 I cicrteiesictine<ecaxcnsset tenvs 887.1 657.3 849.9 835.0 16 Public Utilities .............000++-0++ 472.4 341.6 452.3 460.3 
, | 3 Coal Mining .............. pons 38.4 27.2 37.6 37.3 6 Railroad Equipment .. - 110.9 758 108.5 105.3 
or- 4 Communications ..............000+ 257.6 199.9 237.9 231.4 17 Railroads .........ccccccccccossoesseeess ‘ 49.9 56.6 54.5 
IED winisnieensnniiennsesceines 231.8 143.3 226.7 220.0 3 Soft Drinks , 690.3 1087.3 1031.0 
of 5 Container .......... sidicmuacsauc? a 824.6 987.7 979.0 11 Steel & Iron 325.4 376.6 380.1 
alf 5 Copper Mining .......... us 399.3 275.4 366.3 360.8 CY << EN ve 63.0 84.9 87.7 
re 2 Dairy Products ........00---.-s-+ 232.4 146.8 214.1 214.1 2 Sulphur ..........cccccoccsssssresseseesees 874.7 563.1 818.3 825.3 
ng 5 Department Stores ................ 193.3 135.2 190.3 193.3H 11 TV & Electron. (‘'27—100).... 130.4 86.8 122.7 117.9 
tre 5 Drugs-Eth. (‘53 Cl.—100) ..... 474.7 360.4 434.2 434.2 S Vet8bes ..cccccecccocecececcccercccseseoses 258.4 183.3 262.3 260.4 
sts 5 Elect. Eqp. (‘53 Cl.—100) ..... 395.6 310.7 392.2 385.3 3 Tires & Rubber ..........cccscesee0 255.9 170.6 228.1 226.3 
ite | 3 Finance Companies ...... ........ 1027.5 648.8 987.3 963.2 S TeRCOD ooccesecccccccosccersccoreoeesooee 293.8 182.5 286.9 293.8H 
es | | ene 419.3 741.6 730.5 3 Variety Stores ........00. 2: ce 398.9 349.3 381.2 384.8 
ifi- | IED steciccatnasnpaees: ccthtininn 326.0 232.1 305.8 310.8 16 Unclassifd (49 Cl. — 100)... 337.7 224.0 326.0 321.3 
of ' H—New High for 1960-1961. 
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Trend of Commodities 





SPOT MARKETS—Sensitive raw industrial materials showed 
some improvement in the two weeks ending July 14, with 
textiles and livestock products in the lead. These components 
of the BLS daily commodity price index moved up briskly 
during the period, accounting for a gain of 1.4% in the raw 
industrial materials section of the index. The over-all index 
was only 0.3% higher because of a 1.2% decline for raw 
foods. Among industrial materials, burlap, cotton, hides, tal- 
low and wool tops all advanced while copper scrap was lower. 

Looking at the broad spectrum of commodities traded in 
wholesale markets, a slight firming is apparent in the two 
weeks ending July 11. The BLS comprehensive wholesale 
price index rose 0.2% but was still near the lows of the past 
year and may remain in the doldrums for some time. 


FUTURES MARKETS—Futures prices followed individual trends 
in the fortnight ending July 14 and changes were small in 
most cases. Higher prices were noted for oats, rye, cotton, 
wool and rubber, while wheat, soybeans, lard, cocoa and cop- 
per declined. An unusual number of commodities showed 
mixed trends, including corn, world sugar, coffee and hides, 
In all these instances one option advanced while another 
declined. 

Wheat futures gave ground in the period under review, 
apparently reflecting marketing pressure, which is usual at 
this time of peak harvesting activity. Based on recent esti- 
mates, the crop carryover on July 1, 1962 will be slightly 
under indicated carryover for July 1 of this year, although 
continued drought may reduce supplies further. 
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WHOLESALE COMMODITY PRICES 


1960 1961 


BLS PRICE INDEXES Latest 2 Weeks 1 Yr. Dec 6 











1947-1949—100 Date Date Ago Age 1941 

All Commodities ................. July 11 119.0 118.8 119.7 6€.2 
Farm Products ..............+ July 11 87.1 86.4 88.9 51.0 
Non-Farm Products _...... July 11 127.8 127.7 128.2 67.0 
22 Sensitive Commodities ..| July 14 84.5 842 85.9 53.0 
PU ene July 14 75.8 76.7 78.8 46.5 

13 Raw Ind’l. Materials.| July 14 910 89.7 91.0 583 
EE cuntotininninin July 14 95.0 95.0 93.5 546 
oe eee July 14 83.0 803 79.4 563 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1961 1960 1959 1953 1951 1941 


High of Year ...... 156.1 160.0 161.4 162.3 215.4 857 
Low of Year ...... 150.5 151.1 152.1 147.9 176.4 743 
Close of Year .... 151.2 158.3 152.1 180.8 835 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 





1961 1960 1959 1953 1951 1941 
High of Year ..... 148.1 148.7 152.7. 166.8 215.4 84.6 


low of Year ..... | 141.2 141.2 144.2 153.8 174.8 55.5 
Close of Year .... 141.2 1478 166.5 189.4 84.) 
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What Is The Danger Point 
In Our National Debt 
Limit Today? 





(Continued from page 515) 


being increased by an even 
greater percentage. 

@ The largest single increase 
in budgeted 1962 expenditures 
is for Labor and Welfare pro- 
grams, enlarged to the extent 
of $1.3 billion over President 
Eisenhower’s January estimate, 
which would itself have set a 
new record for this category. 


@ Labor and Welfare at $6 
billion, is slated to move up into 
third position among major 
administrative budget catego- 
ries, exceeded only by National 
Security and interest on the 
$290 billion debt. 


which have already been cost- 
ing more than $4 billion in each 
of the past six years, are sched- 
uled to rise to $5.7 billion in the 
fiscal year ending June 30, 1962. 


Fiscal Soundness Also Essential 


> Because of the extremely un- 
settled state of world affairs, with 
the ever present threat of a show- 
down with Soviet Russia and 
Communist China, the United 
States has no choice but to build 
up its military strength and help 
shore “up the economies Of its 
friends and potential allies. This 
is a very costly business. By the 
same token, if we are to keep 
our fiscal affairs sound and main- 
tain confidence in the dollar we 
must achieve economies in the 
utilization of defense funds and 
some of the proposed welfare pro- 
grams must give ground to the 
essentials. We are a strong and 


strong enough to continue to 
sper billions for both domestic 
welfare programs and gigantic 
defense and space projects with- 
out creating so staggering a debt 
that evén more virulent inflation 
becomes inevitable. 


> Nothing suggests that $300 
billion of debt, or any other arbi- 
trary limit, is dangerous by itself. 
But when«this is taken with the 
large, antorphous guaranteed debt 
the amount is disturbing. Worse 
is the chronic failure to discipline 
ourselves to control the debt, our 
tendency to solve every problem 
by spending more money, our fail- 
ure to recognize the cost of the 
debt in depreciated currency val- 
ues as well as a heavy interest 
burden. Although the role of the 
calamity crier is never popular, 
this warning cannot be too much 
emphasized: a high and con- 
stantly growing debt is dangerous. 























@ Also, agricultural programs, wealthy nation. But we are not END 
Outstanding Federal Loans, Guarantees and Insurance 
Classified by Agency or Program 
(In millions of dollars) 
1960 actual 1961 estimate 1962 estimate 
Direct Guar- Direct Guar- Direct Guar- 
loans antees loans antees loans antees 
Agency or program and and and and and and 
invest- insur- invest- insur- invest- insur- 
mots once ments avce ments ance 
Housing and Home Finance Agency: 

Federal National Mortgage Association ................ccssesseeeseeeeenenens 3,559 3,625 3,744 

Urban Renewal Administration .......................... 73 480 76 678 78 923 

Community Facilities Administration _......... 804 994 1,219 

I a IIE eeepc 360 32.341 456 36,239 517 40,936 

a 2 ce caeneeidoniaoeanaaitieD 92 3,487 93 3,728 94 4,096 
Veteran’s Administration .................... 1,366 29,863 1,568 28,900 1,753 29,200 
Department of Agriculture: 

Rural Electrification Administration ...............c..ccccccccecscesseeeseeeseeeeeenees 3,187 - 3,391 3,596 

Farmers Home Administration 972 168 1,013 171 969 170 

Commodity Credit Corporation ..............cccceseeeeees 1,191 156 1,038 224 1,120 327 
Department of Commerce: 

EST a a eR NT ee Ee ONE RO eT 181 314 165 450 134 600 
Ue TIS TD acisiaccsccsiveccsessectcesccccsenionsees 23 31 37 
Interstate C ce C SUNIID - icneesnieninaeasitaiipteladiibamitbtdiaablastaphaniinds 52 82 80 
Expansion of defense production ..................... 192 319 181 343 152 304 
Small Business Administration  .................000..000 slasllibadatissheumaseemaebiieds 392 56 454 42 540 34 | 
Department of Health, Education, and Welfare ............. 73 133 193 
Treasury Department Loan to United Kingdom ...............ccccccceseeeeees 3,314 3,260 3,205 
I aaa a ctl 3,252 1 3,285 3,421 

| 
Department of State: 

International Cooperation Administration ....................ccccseseeesseeeeneees 3.299 3.625 3,940 

INNIS CRIED, SIIIIIID  cscsncesdcsoindesieiesiiniontndennnebanidiicestiaeen 262 3 529 28 941 58 
NY INR Rr UI eel dtlenietnleipipnadipaniiabion °2 579 67,263 23,886 70,916 25,616 76,765 
III, II. 5scianicracienises sanseensbeadiacennienieiipiiiiamieninabiibeliiniapiliiada 89,842 94,802 102,331 
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The continuous galvanizing line shown above and an electrolytic 
tin plating line are the first major facilities at work at our new 
Midwest Steel division, strategically located in the important Chicago 
area. They incorporate the most advanced techniques known to 
modern engineering; they produce the last word in quality. 

Galvanized steel made by the continuous line method is so superior 
that it constantly finds new uses in manufactured products of many 
kinds .. . products which are improved in quality and durability by 


FIVE OTHER 
MAJOR STEPS 
TO FURTHER 
PROGRESS |: 


SeeReenee ee. ae ms 


SO Nn ee 








the combination of steel’s strength with zinc’s protection. Deman 
for tin plate grows, too, as more items go to market in tin cansj 


The galvanizing and tin plating lines will soon be followed by ultrz 
modern facilities for producing hot and cold rolled sheets . . . makin 
Midwest Steel a major source of supply for the Chicago district an 
the fast-growing, steel-consuming area served from it. We are prou 
that Midwest has been constructed not only for top efficiency bu 
also as one of the cleanest, most attractive industrial plants ever buill 


OUR NEW RESEARCH CENTER will be Nationol 


AT GREAT LAKES STEEL in Detroit, the computer- 
controlled and operated 80” Mill of the Future— 
fastest, most powerful hot-strip mill in the world —will 
provide more and better automobile body sheets. 


Steel's headquarters for the expanded, continuing exB 
ploration of new and better raw materials, facili‘iesp 
manufacturing processes and products of seek 





oO Ne oe 





ee im Renee wate geneity + om 


STIDIVISION, SWINGS 


Deman§ Midwest Steel is an important part of an overall construction program 
tin can$involving all operations of National Steel and costing well over 





> nese 





INTO PRODUCTION 


better supply of the highest, most uniform quality of steel yet pro- 
duced. And for you, the consumer, still better values in the million 
and one products made of steel. We will be bringing you the news 
about other phases of this program as they swing into action. 


NATIONAL STEEL CORPORATION, PITTSBURGH, PA + 


HANNA FURNACE © WATIONAL STEEL PRODUCTS 


by ultr $300,000,000. It will be substantially completed this year. The 

_ making@Sults: for our employees, more secure jobs; for our customers, a 

trict al 

ire prou 

ency bt SUBSIDIARIES AND DIVISIONS 

ver buil oy GREAT LAKES STEEL © WEIRTON STEEL * MIDWEST STEEL * STRAN-STEEL * ENAMELSTRIP © 


, 





Nationo#? $12AN-STEEL in Terre Haute, new finishing-line 


NEW BASIC OXYGEN FURNACES oct Great Lakes 


bt 
—_— 


‘iN 


— 
sa | 9 Sdn 
a 


l, 


AT WEIRTON STEEL in Weirton, W. Va., new and im- 
proved facilities throwghout this division will increase 





inuing e*Bciliti +s are boosting quality and output of popular 
, facili‘iesplor-- cated steel panels for Stran-Steel's handsome 
of seelewli e of contemporary pre-engineered buildings. 


Steel. Construction will start in 1961 on two basic 
oxygen furnaces—the largest ever built — which 
will add new capacity and greater efficiency. 


the production and improve the quality of Weirton’'s 
tin plate, galvanized sheets and cold-rolled sheets. 




















Public Service Electric 
and Gas Company 


NEWARK.N. J. 























QUARTERLY DIVIDENDS 
The Board of Directors has de- 
clared the following dividends 


for the quarter ending Septem- 
ber 30, 1961: 


Class of Dividend 
Stock Per Share 
Cumulative Preferred 
4.08% Series . . . . $1.02 


4.18% Series . . . . 1.045 

4.30% Series . . .. 1.075 

5.05% Series . . . 1.2625 

5.28% Series .... 1.32 
$1.40 Dividend 

Preference Common . 35 
EY a ase oe .50 


All dividends are payable on or 
before September 30, 1961 to 
stockholders of record August 


31, 1961. J. Invinc KipBe 
Secretary 





. PUBLIC SERVICE 


CROSSROADS OF THE EAST 




















RAYON ACETATE CELLOPHANE 


AMERICAN 
VISCOSE 
CORPORATION 


DIVIDEND NOTICE 


Directors of the American 
Viscose Corporation, at 


their regular meeting on 
July 5, 1961, declared 
a dividend of fifty cents 
(50c) per share on the 
common stock, payable on 
August 1, 1961, to share- 
holders of record at close 
of business on July 


20, 1961. 


\.. W. Ronny 


Vice President and T; 


RAYON ACETATE CELLOPHANE RAYON ACETATE CELLOPHANE 
3NVHdOT139 3LVL39DV NOAVY S3NVHdO1I39 3LlvViad9vV NOAVY 


RAYON ACETATE CELLOPHANE 





Uniteo States Lines 
Company 


\ Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable September 8, 
1961, to holders of Common Stock of 
record August 18, 1961. 

THOMAS R. CAMPBELL, Focrotary 
One Broadway, New York 4, N. Y. 
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Fortunes Mixed For Radio, TV 
Broadcasting And The Movies 





(Continued from page 534) 


has also been active with a com- 
peting system through its Inter- 
national ‘Telemeter Co.,subsidiary, 
and hopes to run a test in Little 
Rock, Ark. in the near future. 
But so far, most of the experi- 
menting has been done with the 
systems themselves, and not on 
the programming which will de- 
termine the ultimate success of 
the projects. 

If the broadcasters miss the 
boat, however, they are still as- 
sured a major part in Pay-TV 
because of their broadcasting fa- 
cilities. The reluctance of the 
movie makers to take part in 
Pay-TV (except for Paramount) 
is more difficult to understand. 
This is especially true in light of 
the fact that when they finally 
woke up to the potential of tele- 
vision as an outlet for their 
wares they found that _ inde- 
pendent producers had already 
grabbed off most of the market. 
If they make the same mistake 
again they may miss a golden 
opportunity without the advan- 
tage of being able to recoup 
through the kind of windfall that 
resulted from the sale of their 
old films to the broadcasters. 


Changing Movie Makers 


Perhaps the picture makers are 
currently blinded by the happy 
experience they have been going 
through in turning their hidden 
assets into cash. Their film li- 
braries have proved a bonanza 
that could only have been cashed 
in through the television medium. 
As a result they have reaped 
windfall profits that disguise the 
fact that their earnings have been 
below par for a long time. True, 
an occasional exceptional year 
comes along, but in relation to 
the assets employed in the busi- 
ness, the film companies have not 
been star profits performers re- 
cently. 

The principal benefits that 
stockholders have received in re- 
cent years have come from 
film sales and rentals to televis- 
ion, and now from the sale by 
some companies of their extensive 
real estate holdings. These bene- 
fits are big, but they are tempo- 
rary. Moreover, they do nothing 
to strengthen the position of the 


companies as producers of enter- 
tainment. Pay-TV could be an 
enormous outlet for new films, but 


so far the companies are ignoring | 


the field. 


Nevertheless, many companies | 


are reporting good news to their 
shareholders. Twentieth Century- 
Fox sold its Hollywood acreage 
to Webb & Knapp for $43 million, 
suddenly creating a raft of liquid 
assets. With a book value of 
about $70 a share, there is a gooc 
chance that the company will use 
some of the funds to buy in : 
portion of its outstanding shares, 
raising the price of the stock, anc 
at the same time enhancing th« 
chances for larger per share 
earnings in the future. 

Motion picture production has 
been barely profitable in recent 
years, but television outlets for 
old films have provided good earn- 
ings. New releases to television 
this year could raise earnings tc 
about $3.50 a share on the pres- 
ent number of shares outstand- 
ing. If some stock is repurchased, 
of course, the per share figures 
will be higher. 

Metro-Goldwyn-Mayer appears 
to be in a major earnings up- 
swing. Television film revenues 
have contributed about $10 mil- 
lion a year for the past few years, 
and will probably continue at 
about the same rate. In addition, 
several highly successful films 
have boosted box office revenues, 
and a new stimulus is on the way 
with the re-release of “Gone 
With The Wind.” 

Earnings have come back from 
deficit operations as recently as 
1958 to $3.83 a share last year. 
The improved first quarter of 
1961 indicates a net of close to 
$5.00 per share for the full year. 

Warner Bros., like Fox, has 
been selling off its assets and 
using the funds to redeem some 
of its outstanding shares. Over 
400,000 shares will be called in 
by the end of the year, leading 
to a good improvement in per 
share earnings. Warner, unlike 
many of the others, has been 
active in producing fare for tele- 
vision and has several highly 
successful series, such as “Mav- 
erick” and “77 Sunset Strip” 
which should be excellent sources 
of profit on the re-run circuit. 

Earnings this year will top 
$5.00 a share, compared to $4.64 
last year. Revenues fell a bit in 
the first quarter, but the reduced 
number of shares will keep per 
share net high. 
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Columbia Pictures has _ been 
ansuccessful as a film producer 
lately, but its subsidiary, Screen 
Gems has boomed along as a pro- 
ducer of filmed series for tele- 
vision. As a matter of fact, the 
high value of the Columbia shares 
stems from the company’s hold- 
ing in Screen Gems. Early this 
vear, the company offered about 
11% of the Screen Gems stock 
to the public. The offering was 
successful with the stock soaring 
t. over $20 a share. At that price 
the value of Columbia’s remain- 
irg 89% was about $30 million, 
or over $20 per Columbia share. 
Future earnings will remain 
closely tied to Screen Gems. For 
this year, results should approxi- 
nate the $1.28 per share earned 
ir 1960. 

Paramount Pictures has been 
the most aggressive picture com- 
piny in the TV field. It is pio- 
neering Pay-TV and laying the 
g-oundwork for a major role in 
programming for the new me- 
dum. Along these lines it re- 
cently purchased a 50% interest 
ir Talent Associates, bringing 
David Susskind into the fold with 
his established production talents. 

So far Paramount has kept 
most of its film library to itself, 
foregoing the massive revenues 
reaped by some of the other film 
companies. But in view of its in- 
terest in Pay-TV, it may be hold- 
ing out for bigger fish. In the 
meantime, the company’s varied 
activities have been profitable. 
Earnings rose to $4.20 last year 
from $2.62 per share the year be- 
fore, and should rise further this 
year. 

Along with Pay-TV, Paramount 
also has a major interest in color 
television through its Chromatic 
Television Lab, which controls a 
major color tube. Other invest- 
ments in Fairchild Camera and 
Ampex also hold promise of long 
term profit. Though high in price, 
the stock has long range poten- 
tial. 

Broadcasters Show Mixed Prospects 

The broadcasters enjoyed an 
enormous boom during the Fifties 
as television came into its own. 
The rate of growth must slow 
down, but there is plenty of room 
for jockeying for position within 
the industry. 

Columbia Broadcasting main- 
teins the largest network, and 
h.s the best overall record of 
success. However, earnings have 
been penalized constantly by the 
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poor showing of the company’s 
manufacturing subsidiaries. Tel- 
evision revenues showed good 
gains in 1960, but weaknesses in 
manufacturing caused earnings to 
decline somewhat to $2.69 from 
$3.01 the year before. 

In the current year, earnings 
may again be lower unless manu- 
facturing margins can be bet- 
tered. TV revenues should hold 
up, but rival networks are push- 
ing the company hard, raising 
competitive costs. Nevertheless, 
the small dividend will be amply 
covered, and could even be raised 
by year end. 

The principal pushing comes 
from American-Broadcasting- 
Paramount, which has grown 
enormously in the last two years. 
More important than its growth, 
however, has been the fact that 
its programs have been outdraw- 
ing the other two networks in 
areas where the three exist side 
by side. ABC still lacks the num- 
ber of outlets of the other two, 
but if its current success contin- 
ues, new outlets should beat a 
path to its door. 

Success has its own rewards. 
The large audiences ABC has 
captured have enabled the com- 
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raise its advertising 


pany to 
rates, and has made operations 
profitable enough to enable the 
company to devote more time to 


public programming. The FCC 
and some areas of the press have 
been critical of ABC’s emphasis 
on westerns and violence, but 
with success the company is now 
in a stronger position to upgrade 
its programs. With justice, the 
approach the company used was 
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probably necessary if it was to 
grow in the face of the formida- 
ble competition of CBS and NBC. 

The company’s theatre divi- 
sion has been strengthened, with 
weaker units going on the selling 
block, a factor which is bolstering 
overal) profit margins. The com- 
pany’s success has been reflected 
both in the earnings column and 
in the public’s generous appraisal 
of the stock. Per share net rose 
to $2.77 last year as against $1.92 
in 1959. Another healthy jump is 
expected in 1961, perhaps to as 
much as $3.50 a share. 

The remaining network, NBC, 
of course, is a part of Radio Cor- 
poration of America. RCA has 
pioneered in the entire electron- 
ics field, but so far the rewards 
te shareholders have been lack- 
ing. Last year, earnings were 
down substantially, and from all 
indications will decline again this 
vear. First quarter earnings were 
68¢ a share against 85¢ the year 
before. 

Shareholders have seen earn- 
ings fall consistently in recent 
vears. and last year were forced 
te take a smaller dividend. Pay- 
ments came to $1.00, the lowest in 
many years. As a major factor 
in many electronic fields, RCA 
offers speculative appeal, but in 
view of the poor earnings record 
in recent years, the suspicion is 
that the company is attempting 
too much. The color TV experi- 
ment has been costly. In addition, 
RCA is trying to become a major 
business machine producer and a 
prime defense contractor. Both 
are expensive operations, requir- 
ing years of development before 
the investment can be recouped. 

If color television comes 
through in a big way, RCA could 
have a major earnings jump with- 
in the next few vears. Otherwise, 
prospects are not particularly 
bright. END 





Computer Calculations Now 


Exceed The Speed Of Light 





(Continued from page 537) 
successful Italian business ma- 
chine and typewriter producer. 

The company had lost its for- 
mer eminence in the field, and had 
lost a fortune trying to develop 
electronic products. Now under 
new management, however, and 
a completely new line of products 
including Olivetti’s data process- 
ing equipment, the company’s 
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progress will be watched closely. 
Nevertheless, the stock has 
soared in anticipation of future 
improvement, and may have out- 
run its potentialities. Under the 
circumstances, the only recom- 
mendation is to watch its prog- 
ress from the sidelines. 

Smith-Corona and Royal-McBee 
are still in the process of develop- 
ing products while attempting to 
fortify their conventional lines. 
Both stocks command high prices 
in relation to near term prospects 
and hence can be of interest only 
to the speculator. 


Summary 


Investors, therefore, are left in 
the unenviable position of wit- 
nessing the burgeoning of an 
enormous growth industry with- 
out being able to participate be- 
cause of the high prices. If prices 
come down, National Cash and 
Sperry offer some _ possibilities, 
but a deeper correction would be 
necessary before other leading 
companies in the industry look 
inviting. END 





The Challenge To The Interna- 
tional Oils In Kassim’‘s 
Demand On Kuwait 
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company. From time to time, 
Kassim had also raised points 
about the company’s method of 
pricing and certain costs used 
in the calculation of profits for 
income tax purposes. 

@ Kassim’s action is still fur- 
ther perplexing in the light of 
IPC’s announced intention of ex- 
panding its capacity to produce 
and ship more crude oil to ex- 
port markets. This capacity will 
be increased to 1,400,000 barrels 
per day by 1962, some 40 per 
cent greater than current produc- 
tion. Increases of actual produc- 
tion to anywhere near the cap- 
acity level would be bound to be 
reflected in a sharp rise in rev- 
enues for Kassim’s government. 

About the only thing that can 
be concluded from the Premier’s 
performance is that he really did 
not desire to reach a viable agree- 
ment with IPC. It is hard to con- 
clude that Kassim wanted to use 
the IPC as a scapegoat, to draw 
attention away from many of 
Iraq’s basic problems which he 
has not been able to solve. Such 
a conclusion certainly appears 
warranted in the light of the 


manner in which Kassim con- 
ducted some of the negotiations 
with IPC. He used them in an at- 
tempt to display to all of Iraq 
his determination to stand up to 
the British and all foreigners. 
He released for example, word- 
for-word reports of selected parts 
of the negotiations, making sure 
that they were widely reported 
by the press, radio, and television. 
This kind of action is not, as is 
clear, conducive to serious cor- 
templation of issues, preparatory 
to sober agreement. 


Threat of Nationalization 


Could Kassim be embarked on 
a plan which will lead to the n:- 
tionalization of IPC? This que:- 
tion has stirred considerable spec- 
ulation among oil men and diplo- 
mats alike, particularly since the 
Premier made his grab for Kv- 
wait. Early in July, London, the 
headquarters of IPC, reverberat- 
ed with talk that the announce- 
ment of the nationalization would 
be made on the 14th, the date cf 
Kassim’s overthrow of the Hashe- 
mite kingdom in 1958. 

However, the 14th has come 
and the Premier has remained 
silent on the nationalization is- 
sue. Instead, he used the occez- 
sion to rant and rave against 
the British occupation of Kuwait 
and to reiterate once again his 
desire to annex that principality. 
So quixotic and erratic has he 
been, however, that only the most 
naive could say with assurance 
that Kassim does not intend to 
nationalize IPC. And at the least, 
as events of of the past year have 
amply demonstrated, he intends 
to have a greater voice in the 
affairs of the company. 

Most observers agree that the 
greatest practical restraint a- 
gainst an overt nationalization 
of IPC is the lack of trained per- 
sonnel and, of even greater im- 
portance, the lack of a fleet of 
ocean-going tankers to transport 
the oil to distant markets. Mos- 
sadegh in Iran learned that he 
could grab the oil facilities of his 
country but that they did him 
little good because of his inability 
to find markets. 


Kassim versus Nasser: 
A Broader Strategy 


There is good reason to believe 
that Kassim’s unrelenting pres- 
sure on Iraq Petroleum Company 
and his grab for Kuwait is part 
of a much larger design. It is 
amply clear that ever since his 
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climb to power, Kassim has had 
little to do with the generally 
recognized leader of the Arab 
world. When Kassim first as- 
sumed control in Iraq, Nasser 
tried to woo the ex-general, but 
Kassim turned a cold shoulder 
and a deaf ear to Cairo. His re- 
cent bid for power beyond Iraq 
itself could well have fitted in 
with a desire, if not a plan, to 
wrest power in the Arab world 
from Nasser. 

Such a drive, if successful, 
would no doubt fit in well, inten- 
ti nally or not, with the aims of 
Sceviet Russia. After trying for 
some years to bring Nasser firm- 
ly within the Communist orbit, 
Russia has recently turned its ire 
o. him, reflecting in part at least 
Nuisser’s outlawing of the Com- 
munist Party. Kassim’s moves to 
disrupt the power of the British 
in the Persian Gulf and the ren- 
dcring of the oil supplies there 
less secure cannot but coincide 
w th Russian goals, for anything 
that interferes with the security 
of those supplies damages the 
free world. 


Great Britain’s Interest 


It was, of course, this well- 
known fact that was responsible 
for the speed with which Great 
Britain responded to Kassim’s 
declaration that Kuwait belonged 
to Lraq. It moved strong military 
groups almost within a matter of 
hours to the hot deserts of the 
Kuwait-Iraq border. For of all of 
the countries of the free world 
Rritain has by far the most at 
stake in Kuwait. It draws about 
40 per cent of its oil supplies from 
there. The British government 
owns the majority interest in 
British Petroleum Company. 
Moreover, a large part of the 
Kuwait government’s treasury is 
invested in London, thereby lend- 
ing security to the pound ster- 
ing ; few know just how large this 
investment is but some have esti- 
mated it as high as $1 billion. 

Thus, Britain’s swift response, 
made at the request of the Sheikh 
of Kuwait, is protecting its own 
interest as well as that of the 
free world. There can be little 
dcubt, however, that in the con- 


| text of inter-Arab politics the 


presence of British troops in 
Kuwait has been somewhat em- 
berassing to the Sheikh. For a 
long time, certainly since the 
Svez crisis, it has been popular 
throughout the Middle East to 
condemn British troops and their 
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presence anywhere in the area. 
This was pointed up during the 
UN debates on the Kuwait situa- 
tion when Egypt, even though it 
strongly opposes Kassim’s action, 
failed to vote in support of 
Kuwait. 

> Speculation that Egypt and 
perhaps other Arab states op- 
posed to Kassim will try to use 
the British intervention as an 
opening wedge toward obtaining 
financial aid from the wealthy 
Sheikh of Kuwait and his govern- 
ment has increased recently. Dur- 
ing the past five years many 
Arabs have proposed various 
plans of economic development to 
be financed in large part by 
Kuwait, stressing the argument 
that since it is such a small coun- 
try it could well afford to loan 
or even grant important sums to 
less favorably situated Arab coun- 
tries. Understandably, the Sheikh 
of Kuwait has not looked on such 
plans with great favor. However, 
he may now have to review his 
position in order to gain the out- 
right support of some of the im- 
portant Arab countries in his cur- 
rent conflict with Kassim. 


Implications for Oil Companies 


All of these developments, from 
Kassim’s attempted grab of 
Kuwait to the desire of the Arab 
countries for aid from Kuwait are 
obviously of vital interest to the 
oil companies operating in the 
Middle East. British Petroleum 
and Gulf, of course, have the 
most at stake in Kuwait. Gulf’s 
whole position in the Middle East 
lies almost entirely in Kuwait, as 
Table II shows. Without it, 
Gulf’s rank as an international 
oil company would be seriously 
compromised. In the case of Brit- 
ish Petroleum, over one-half of 
its Middle East production is ob- 
tained from Kuwait. 

The significance of recent 
events does not end with these 
two companies. The Royal Dutch- 
Shell group would also be dem- 
aged severely if Kuwait oil were 
to step flowing, because it pur- 
chases (under a long-term con- 
tract reportedly extending for the 
life of the concession) very large 
quantities of oil from Gulf. It 
thus possesses what is virtually 
an equity interest in the Kuwait 
concessien. In 1960 its purchases 
from Gulf approached 500,000 
barrels per day, equivalent to 
close to 60 per cent of Gulf’s pro- 
duction in Kuwait. 


Many of the other leading com- 
panies also have much at stake 
in Iraq, as Table II indicates. 
But even those that do not have a 
position in either country, like 
Texaco and Standard of Califor- 
nia, would most probably be 
greatly affected by disruptive 
events in Kuwait or Iraq. This 
would be particularly true if Kas- 
sim succeeded in exacting some 
new terms from Iraq Petroleum 
Co. which might have applicabil- 
ity in Saudi Arabia. It can be 
taken for granted that Saudi 
Arabia would examine any new 
arrangements made by Kassim 
with great care and, if it desired, 
seek strenuously to have them in- 
corporated in its concession agree- 
ment. 

Thus, these recent events in an 
obscure part of the world have 
been of crucial importance to the 
security of the entire Middle East 
oil supplies on which much of 
the free world depends. It now 
appears as if the firmness with 
which the British responded to 
Kassim’s surprise move toward 
Kuwait has stabilized the situa- 
tion, at least for the time being. 
International oil men, investors 
and diplomants alike will hope 
that this stability will be endur- 
ing. END 





Great Competitive Clash In 
The Electronics Industry 





(Continued from page 531) 


ing development program are too 
burdensome under present con- 
ditions. Moreover, the costs of 
this program are so large, that 
Honeywell was forced into the 
market for funds early this year, 
raising $50 million through the 
sale of both convertible preferred 
stock and a non-convertible de- 
benture. 

Sales and rental of data pro- 
cessing equipment indicate that 
the program will be successful 
eventually, but it has already cost 
$65 million and the end is not in 
sight. Earnings will remain de- 
pressed for quite a while. 

Another giant, however, is on 
the comeback trail as a result of 
dynamic new management. Inter- 
national Telephone & Telegraph, 
long a fumbling giant, shows 
signs of living up to glowing ex- 
pectations. Earnings managed a 
small advance last year as man- 
agement reorganized the com- 
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pany’s entire structure. This year 
new inroads should be made in 
the domestic market, raising 
profit margins and pushing earn- 
ings ahead to about $2.20 a share 
from $1.95 last year. 

IT&T is already strongly estab- 
lished abroad in areas that other 
American companies now covet. 
With strong management improv- 
ing the overseas performance and 
bidding aggressively for domestic 
business, the company’s future 
looks bright. 

For many of the other compo- 
nent makers 1961 will be an unex- 
citing earnings year. Beckman 
Instruments. will manage to about 
hold its own, but others such as 
Collins Radio and Litton will have 
trouble improving on last year’s 
performance. 


Electrical Controls Makers 


The makers of electrical conn- 
trols may score something of a 
comeback this year. For suppliers 
of the appliance industry, such 
as Robertshaw-Fulton, as a mat- 
ter of fact, the year should offer 
sharp contrasts to 1960. A year 
ago appliance sales fell sharply, 
leading to radical cutbacks in 
orders for Robertshaw just as it 
had completed new capacity for 
meeting what appeared to be an 
ever-growing demand. This year, 
however, despite a drop in first 
quarter earnings, there are signs 
of a good pickup in appliance 
sales and a healthy demand for 
the company’s control devices. 
Price weakness in appliances, in 
fact, will not hurt Robertshaw as 
long as volume holds up. Hence, 
earnings which fell to $1.65 in 
1960 could recover to about the 
$2.25 level, removing doubts 
about the $1.50 annual dividend. 

The makers of industrial con- 
trol devices are in a different 
boat. Industrial electronics is one 
of the fastest growing segments 
of the industry, but so far the 
benefits have passed by such com- 
panies as Square D and Cutler 
Hammer. This may change now, 
however. Square D has recently 
completed a major modernization 
program which should enable it 
to take full advantage of the 
growing demand for control de- 
vices. Moreover, major capital 
outlays are now a thing of the 
past, so that earnings should re- 
spond vigorously to the combina- 
tion of greater efficiency and 
lower capital charges. 

For 1961, unless capital spend- 
ing by all industries picks up 
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more sharply than expected in the 
balance of the year, earnings will 
barely match last year’s. But in 
1962 and the years ahead, profits 
ought to register improvement 
with increases in volume. The 
company has laid the ground 
work well. Now must come the 
demand. 

Cutler Hammer’s control de- 
vices business is now over- 
shadowed by the glamour of the 
Airborne Instrument Division. 
Airborne is an electronics defense 
contractor, but its lower profit 
margins have tended to pull down 
Cutler Hammer’s performance de- 
spite the excellence of the opera- 
tion. 

These low margins coupled 
with a virtual collapse in the 
company’s control business dur- 
ing the recession led to the miser- 
able last quarter of 1960—in fact 
the poorest showing in ten years. 
Nevertheless, for 1961 there is a 
slight pick up in sight. The com- 
pany is extremely well managed 
and appears to be laying the base 
for vigorous future operations. 
Like Square D, however, it has 
still to come. 


Appliance and Electrical Products 


In recent weeks there has been 
a sign of upturn in the appliance 
market, raising hopes that there 
may be a break in the long dry 
spell for these companies. Recent 
increases in consumer debt have 
been traced to appliances as well 
as autos, and dealers report bet- 
ter demand. The companies need 
it. Most reported sharp declines 
in earnings last year and started 
1961 in poor shape. 

Whirlpool Corp. had been 
bounding along spiritedly until the 
recession put a bad crimp in profit 
margins and dropped earnings to 
$2.40 from $3.22 per share a year 
earlier. Despite the drop, how- 
ever, Whirlpool scored some gains 
last year, establishing itself as a 
real giant in the field. Aside from 
good management, Whirlpool pos- 
sesses two basic advantages. 
One is the right to use the RCA 
label; the other is its close tie 
to Sears - Roebuck, undoubtedly 
the outstanding merchandiser in 
the country. Sears takes almost 
67° of Whirlpool’s output, giving 
the company an outlet for its 
products unmatched in the indus- 
try, but the profit margin is not 
too high on this business. Earn- 
ings fell again the first quarter 
but should recover as the year 
progresses. 


Maytag is also in a unique posi- 
tion, because it has remained a 
limited line company, concentrat- 
ing essentially on washing ma- 
chines and clothes dryers. Other 
products are merchandised under 
its name, but its manufacturing 
proficiencies in the lines it knows 
best have kept profitability high. 

Like the rest of the industry, 
Maytag suffered a decline las 
year, but its normally high profi 
margins kept the damage from 
becoming too great. Profits fell to 
$3.26 a share from $3.92, bu 
offered no threat to the 50¢ 
quarterly dividend. In fact, the 
company was able to pay a 40¢ 
extra raising total payment fo~ 
the year to $2.40, or double the 
amount paid out only three years 
earlier. 

Earnings growth is not ex- 
pected to be spectacular in the 
next few years because of the 
limited lines, but they should be 
stable enough to afford a gradual- 
ly increasing dividend payout. 

McGraw Edison will have trou- 
ble keeping up this year. Earn- 
ings were hurt in 1960 by two 
strikes, but even without these 
interruptions the outlook is no= 
good for 1961. Air conditioner 
sales and small household appli- 
ances are low profit margin items, 
while the companies transformer 
business has been hurt by its in- 
volvement in the price - fixing 
scandal. McGraw came out of that 
well, but the disruptions in the 
market are bound to adversely 
affect operations. 

In the first quarter, earnings 
fell to 37¢ a share from 57¢ al- 
though sales fell only 9%. Profit 
margins have been declining 
steadily for several years and will 
not improve now. Longer term, 
however, several new products 
are in the works that could lead 
to major improvement. In the 
meantime earnings recovery is at 
least another year away. 


Summary 


The electrical industry is so 
broad and diversified now that it 
defies easy classification. More- 
over, most of the major com- 
panies operate in so many differ- 
ent segments of the industry that 
strong uptrends in some lines are 
frequently offset by weaknesses 
in others. Nevertheless, the over- 
all growth trend in an advancing 
economy should continue strong. 
For investors, however, the in- 
dustry is more puzzling than ever. 
It has truly become an industry 
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of profitless prosperity. If volume 
and profits were synonymous all 


_ would be rosy, but unhappily this 


is not the case. In the components 
end of the business, capital re- 
quirements are so small that vir- 
tually anyone can come in to in- 
vade markets. In the heavy 
investment end, such as data pro- 
cessing, the potential market is 
so big that already too many pro- 
ducers have heeded the siren 
song, sinking vast sums into re- 
search and development, as well 
as into large capital equipment. 

“his enormous investment in 
electronics is bound to greatly 
benefit us as a nation. As inves- 
tors however, discrimination is 


essential, for many issues have 
already discounted the future 
years ahead. END 





International’s Dominant 
Position In The World Nickel 
Picture 





(Continued from page 527) 


United States have been suffering 
from the depreciation of the 
American dollar in Canada and 
they should benefit from the 
recent decline of the Canadian 
dollar to a rate under par with 
the American, and the decision 
of the Canadian Government to 
keep it at this level if possible. 

Again, the recent seizure by 
the Cuban Government of the 
American controlled nickel prop- 
erties at Nicaro and Moa Bay 
has eliminated Cuba as a nickel 
producer for the Free World bloc 
of nations for the next year or 
two, or at any rate until the 
future of these properties under 
the Castro administration be- 
comes clearer. 

Then, as far as the important 
European markets are concern- 
ed,*consuming industries in this 
rezion of the world have strictly 
limited sources of supply of this 
metal immediately available to 
them aside from those of Can- 
adian origin. The only other 
available source is the mines in 
New Caledonia, which are con- 
trolled by a French corporation, 
Le Nickel. But these mines pro- 
duce only 55 million pounds an- 
nually, not nearly enough to sup- 
ply the rapidly-growing European 
denands. 

*inally, during the past few 
years, International Nickel and 
otier corporations in this field 
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have had considerable success in 
developing new industrial uses 
and applications, and the amount 
of nickel used in the automobile 
manufacturing industry, especial- 
ly in the United States, has been 
steadily increasing. Significant in 
this connection is the recent deci- 
sion of automobile manufacturers 
in the United States to guarantee 
their vehicles for a period of 
twelve months, or 12,000 miles. 
This will encourage them to turn 
to thicker nickel-plating and to 
use greater quantities of nickel- 
containing steels for automobile 
parts. 


Increased Architectural, Industrial 
Uses For Nickel 


International has also develop- 
ed a new nine per cent nickel- 
steel for use in the storage and 
transportation of liquified gasses 
at very low temperatures. This 
corporation is also developing an 
architectural program in Europe 
which will increase the use of 
stainless steel in curtain wall 
construction in office buildings 
and apartment houses. A con- 
siderable increase in the demand 
for stainless steel in European 
countries has already occurred 
because of the booming conditions 
in the steel industry and the de- 
mands for International’s rolling 
mill products, such as a corro- 
sion-resistant nickel copper alloy 
and nickel chromium alloys for 
gas turbines. The electro-plating 
industry, both in the United 
States and in Europe, is also tak- 
ing increased quantities of nickel 
as a result of the use of improved 
techniques which provide higher 
quality plating. 

An increased demand for nickel 
chromium alloy tubing has arisen 
for use in equipment in power 
stations, and in Europe there has 
been an increased use of corro- 
sion-resistant nickel copper al- 
loys for gas turbines. 

In general it may be said that 
the outlook for nickel during the 
next two or three vears is a fair- 
lv bright one, provided that the 
current boom in the steel and 
nickel-usine industries in the 
countries of Western Europe con- 
tinues ard there is further re- 
vival in the steel industrv in the 
United States. It is possible that 
the gap between the Free World’s 
nickel productive capacity and 
consumption may even be com- 
pletely closed. At all events, the 
prospects are more decidedly en- 
couraging in this field than in the 
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case of some of the other base 
metals, such as copper and zinc, 
at the present time. 


International Nickel The Leader 


& While Falconbridge and 
Sherritt Gordon are companies of 
fair quality, the investment- 
minded individual should prob- 
ably confine his participation in 
this industry to the premer stock, 
International. At its present price 
around 80, this issue is high in 
terms of its recent price range, 
and its dividend ($1.60 indicated) 
is also distinctly modest. Never- 
theless, with conditions as favor- 
able as those described it will be 
unrealistic to look for any mater- 
ially lower price, and the stock 
appears definitely attractive as a 
long-term holding. END 





International Business Outlook 
For The Second Half Of 1961 





(Continued from page §&21) 


with the original manufacturer. 

@ Equally disturbing is the 
growing volume of petroleum ex- 
ports from Russia to Western 
Europe. Although still a very 
small quantity in terms of total 
consumption of petroleum in the 
West, Russian oil is becoming a 
large factor in certain areas, par- 
ticularly Italy. Should this trend 
continue, the Russians would 
have an important weapon to use 
if they should decide the time has 
come to shut off the flow of oil 
and disrupt the industrial ma- 
chine of Western Europe. 


Loss Of U.S. Prestige In Latin 
America 


The same unlearned lesson as 
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in Europe can be drawn from the 
Latin American experience. The 
country which has made the most 
rapid progress, Mexico, is also 
among those which have most 
nearly retained a free economy 
and welcomed foreign invest- 
ment. 

@ After some decades of cost- 
ly social programs Uruguay, on 
the verge of bankruptcy, had to 
turn to a conservative govern- 
ment, which would stop the in- 
flationary spiral and give to the 
agricultural base of the economy 
the attention and capital which 
has been drained off for decades 
into social programs and unpro- 
ductive urban wage increases. 

@ Argentina, on the other hand, 
is still feeling the effects of the 
completely irresponsible régime 
of Juan Domingo Peron, and as a 
result the Argentine worker is 
still convinced that he can get 
something for nothing, with di- 
sastrous effects on the Argentine 
economy. 

& The shadow of Fidel Castro, 
of course, hange heavy over all 
the southern continent. The crim- 
inal failure of the government of 
the United States to give the 
exile invaders the support they 
needed to win, has created a situ- 
ation immensely more difficult 
than the one in which we had 
found ourselves before. 

The weakness displayed by the 
United States has resulted in a 
feeling of caution on the part of 
many Latin American leaders, a 
desire not to be “caught on the 
losing side”, the main manifesta- 
tion of which is the pseudo- 
neutralism of the Quadros gov- 
ernment in Brazil, a government 
otherwise admirably conservative 
and fiscally responsible. 


Middle East Remains Unstable 


®& In the Middle East, the Is- 
raeli-Arab dispute continues to 
cloud the outlook, and provides a 
convenient excuse for those gov- 
ernments which would rather 
spend scarce capital on useless ar- 
maments than on improving the 
standard of living of their people. 
Billions of dollars have been 
poured into the Middle Eastern 
countries from oil revenues, and 
only a tiny proportion has been 
used in any constructive way. 
This is true not only of feudal 
states like Saudi Arabia, but also 
of so-called “progressive” gov- 
ernments such as that of Kassim 
in Iraq. Indeed, the feudal gov- 
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ernment of Kuwait has made 
good use of the money which its 
natural resources have earned. 
The flirtation with the communist 
world continues, Iran totters on 
the brink of revolution, while 
the only bright spot in the area 
is Lebanon, where the people, 
despite religious differences, con- 
centrate on production, not ideo- 
logy. 
In Asia: Rivalry Between India 
And Japan 


>In Asia the great contrast 
is between India and Japan. The 
former, with a socialistic ideology 
flounders about in a morass of 
confusion, half-completed _five- 
year plans, and flirtation with the 
communist bloc. 

Japan, on the other hand, over- 
populated like India, without the 
natural resources which India 
boasts, makes continuous pro- 
gress with a free economy, bolst- 
ered by a land-owning peasant 
class, the results of one of the 
finest and least-heralded social 
programs of the twentieth cen- 
tury, the land reform put into 
effect by the United States mil- 
itary occupation. Meanwhile the 
rest of Asia notes the collapse of 
the West in Laos and its tribula- 
tions in South Korea and Viet- 
Nam, the refusal to defend legi- 
timate interests when those in- 
terests are attacked, and bides 
its time. 

> Even in Africa the contrast 
is glaring between those countries 
which do not get themselves into 
the newspapers, such as Nigeria 
and the Ivory Coast, where sub- 
stantial progress is being made 
by stable and responsible gov- 
ernments, and on the other hand, 
the petty Caesars, engulfed in a 
world crisis which they cannot 
understand, much less contro]— 
the Guineas, the Ghanas, the 
Malis and Congos, wallowing in 
their own incompetence and in 
their quasi-socialistic ideas, want- 
ing to build huge dams in coun- 
tries without a factory to manu- 
facture shoes. Investors beware. 


Two Important Needs 


In concluson, two things should 
be said. The first is that in most 
of the underdeveloped countries, 
what is needed most is the modest 
investment, the small entrepre- 
neur making out of local materials 
what the local population needs. 
At the present time such an en- 
trepreneur has no place to turn— 
neither the private nor the gov- 


enmental lending agencies will 
make such small investments) 
and thus the entrepreneurial! 
spirit dies for want of sustenance,| 
while the governments wax fat 
on the massive loans. The second 
is the desperate need in the world 
today for less talk and more ac. 
tion on the part of the United 
States government. Neither busi- 
ness nor any individual citizen of 
the United States can feel safe 
while we continue obstinately to 
lose the Cold War through in- 
action. And at the present tire 
the Cold War is being lost. END 





For Profit And Income 
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with examples such as Outboard 
Marine, which was bought and 
sold to advantage by those w 1 
followed earlier advices in these 
pages. There was the phase of 
sharp growth in profits of this 
largest maker of outboard motors 
for boats, then increased compe:i- 
tion and cessation of growth—t 140 


stage of big market rise and then]. 


a big fall. Adjusted for splits, the 
stock rose from around 4 in early 
1954 to over 37 in mid-1957, by 
which time grewth of profits was 
virtually over, although few rec- 
ognized that fact at the time. 
There was a subsequent fast fall 
to 1814, a tedious recovery to a 
fraction above 38 by 1959, an ir- 
regular subsequent downtrend. I[n 
an almost complete four-year 
round trip, the stock was recently 
back to within a small fraction of 
the 1957 low. It has met better 
support in recent sessions—which 
does not change our view that 
“the party is over.” The history 
cited is of more than academic 
interest. Probably the party is 
over for many of the high flyers 
of the last year or two. More at- 
tention will be paid to current 
earnings trends and to profit pos- 
sibilities over the medium term 
in “unglamorous” stocks. 
A Speculation 

American Enka makes rayon 
tire cord, rayon staple and plas- 
tic-covered wire and cable. Due 
to recession and to competition 
from nylon tire cord, profit fell 
from $4.31 a share in 1959 to 
$0.51 last year; and dividends 
were suspended last October. 
How could there be speculative 
possibilities in such a situation? 
Answer: The company is bene’it- 
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Two Natural Resource Stocks 


That Should Add To Our Profit Record 


im anlysts have selected for well-timed pur- 
chise two promising stocks where rising earning 
power and bright 1961-62 prospects should help to 
foster healthy Capital Growth. 


Ati UNUSUAL SITUATION — Yielding Over 5% 
— Nell financed and integrated 

“his company enjoys aggressive management — 
low cost operations — and has ample capital for 
expansion into new fields. Profits increased 8% 
last year but rose nearly 100% in the first quarter 
of 1961. Freedom from long term debt — with cash 
and government securities of more than 114 times 
short term liabilities, give added assurance to 
liberal dividend. Selling more than 10% under its 
1% 1 high, this issue seems definitely under-priced. 


NEW DYNAMISM FOR THIS ISSUE — 


Still selling about 10 times earnings 

This is a most unusual situation — where earn- 
ings soared 56% in 1960 and 70% in the first 
quarter of 1961. The current dividend represents 
a 34% yield but a hike in this payment is likely 
soon since it is being earned 3-times over. New 
management has sparked efficiency in all sectors 
of corporate activity including diversifying into 
new fields. This stock should prove a rewarding 
committment for income and appreciation. 


OUR MOUNTING PROFIT RECORD 


We expect that these two attractive issues and 
other carefully selected recommendations of 
emerging opportunities, which would be called to 
your attention as a subscriber, will add to our 
outstanding profit record in the coming year. 

Our January 1961 audit showed 684 points ap- 
preciation on the 22 stocks carried in our Forecast 
bulletin. Our audit at the end of June showed 253 
more points added. 


Such stocks as American Chicle, American 
Tobacco, Reynolds Tobacco, Int. Tel. & Tel., 
Sperry Rand and other sound Forecast issues 
have increased subscribers’ gains. 


Appraisal of Your Present Securities 


To help you to put your investment house in 
order looking to the period ahead —be sure to 
include with your subscription a list of the securi- 
ties you own (12 at a time) for our personal report 
and advice on — WHICH TO RETAIN — WHICH 
TO DISPOSE OF — WHICH TO AVERAGE. If 
you are disturbed regarding any issues in your 
list, be sure to get expert opinion BEFORE you 
decide to sell — or to hold. 

This extremely valuable consultation service 
helps subscribers to save thousands of dollars by 
preventing hasty sale of sound issues while weed- 
ing out weaker stocks. 


A Well-Rounded Service Geared to 1961 
Investment Prospects 
Each Week Our Private Bulletin: 


Keeps you a step ahead on the market outlook, 
changes in defense spending, money rates, taxes 
and the trend of business at home and abroad... 
Firsthand reports from our capable Washington 
analyst interpret political and legislative action. 
&Our comments and evclusive indexes of the 46 
industrial stock groups indicate which are rising 
strongly—those starting to advance to decline. 
Our Unique Graph measuring strength vs. weak- 
ness in stocks signalled the 1957 decline, the 1958- 
59 recovery, the 1960 setback and the advance of 
the past months. 

Subscribe now to secure all the advantages of our 
original research, broad facilities, special sources 
of information—backed by eur organization’s 54 
years of successful experience! We feel sure you 
will find our advice most rewarding. 
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THE INVESTMENT AND BUSINESS FORECAST ’ ; areal 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 
I enclose [) $125 for a year’s subscription—plus one month bonus 

© $ 75 for 6 month’s Service plus two weeks bonus 


Air Mail: [1 $1.00 six months; [) $2.00 
one year in U.S. and Canada. 
Special Delivery: () $7.80 six months: 


Your subscription shal] not be assigned at 
any time without yeur consent. 


SPECIAL MAIL SERVICE ON BULLETINS 


[) Telegraph me collect your Forecast rec- 

—~ ommendations . . When to buy and 
when to sell when to expand or 
contract my position. 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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TEXAS GULF 
SULPHUR 
COMPANY 


160th Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capital stock outstanding and entitied 
to receive dividends, payable Septem- 
ber 15, 1961, to stockholders of record 
at the closeof business August 18, 1961. 
HAROLD B. KLINE, 
Secretary. 











ting from expansion of its new 
nylon facilities, which figure to be 
of greater importance in 1962; 
and from growth of its wire- 
cable business. Earnings in 24 
weeks through June 18 rebounded 
nearly 170% to $1.37 a share, and 
might reach $1.60-$2.00 for 1961. 
They could be importantly higher 
next year, possibly bringing re- 
sumption of dividends. The stock 
is now at 28 in a 1959-1961 range 
of 46-171. We do not see any- 
thing “exciting” in it—just pos- 
sibilities for something on the or- 
der of a 30%-50% rise within. 12 
months or so. A stock that you 
buy to sell—not to keep. 


Strong Stocks 


Stocks performing well at this 
time include Associated Dry 
Goods, Associates Investment, 
Armour, Boeing, Boston Edison, 
Bristol-Myers, Gimbel Bros., 
Goodyear, National Gypsum, Pa- 
cific Lighting, Torrington, U.S. 
Industries and Warner Pictures. 


Soft 


Issue now performing worse 
than average include Automatic 
Canteen, Deere, Atlas Chemical, 
Crowell Collier, Hertz, Kroger, 
Packard Bell, Parke Davis, Ran- 
co, Ryder System, Suburban Gas, 
Northern Pacific and Texas In- 
struments. END 





The Business Analyst 
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further rise doubtless occurred 
in the second quarter. Budget 
expenditures of the Federal gov- 
ernment seem now to be running 
about 9% above comparable 
months of 1960; outlays of state 
and local governments are now 





running about 12% higher. 


In Sum 
In this backward look at de. 
velopments since the recovery be. 
gan, three summary conclusions 
thus stand out. 


> In the first place, a major 
portion of the recovery has fo- 
cused in inventory demand. 


> Secondly, government out- 
lays at both the Federal and 
state-local level, have turned 
significantly upward. 
> Thirdly, business in_ the 
great cyclical markets of the 
private sector—consumer dur- 
ables, housing, and plant and 
equipment—have thus far re. 
sponded gradually and deliber. 
ately, rather than dynamically. 
The stage has been set for ccn- 
siderable further advance in to al 
output in the last half of the yer. 
but the quality of the business 
environment, and its implications 
for investment, remain a matter 
for cautious and continuing ap- 
praisal. END 
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The Fiercest Heart 
By STUART CLOFTE 


This novel tells the story of the great 
Boer trek of the 1830’s in which ten 
thousand Boers— men, women, and 
children — left the security of the Cape 
Colony and drove themselves like a 
spear into the emptiness of Africa, 
living in their tented wagons, eating 
the game they shot, marking with the 
graves of their dead the outspans 
where they rested, the road with the 
bleached bones of their livestock. They 
made history. For this was the first 
penetration of the interior of Africa 
by white men accompanied by their 
families, their menservants and maid- 
servants, their flocks and herds, their 
household goods and tools. 

It was not only people who were 
moving into Africa. Time was moving 
in. This was not a journey. It was a 
trek from the past into the future, It 
was a search for new homes — new 
lands—a new life. Progress could 
come only with the plow, and the plow 
with the gun, the ox, and the horse. 

Once launched into this vast sea of 
grass and hills, of mountains and 
rivers, these wagons did not turn back. 
They would arrive at their destination, 
at this time unknown, or die on the 
road. 

Their search was for freedom—free- 
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dom from the British who now ruled 
the Cape, freedom from all law other 
than the laws of God. Living isolated 
pastoral lives, these men were not as 
others but a people apart. The bearded 
patriarchs, young farmers, women, 
boys, girls, and children were all im- 
bued with the same idea, all supported 
by the same fiery desire for untram- 
meled freedom, for the “good life.” All 
demanded more space and a greater 
silence in which to listen to the voice 
of the Lord their God. 

Every man’s hand held a gun, every 
wagon a great Bible — God’s word. by 
whose laws alone the Boers lived. A 
strange and dedicated nation were 
these voortrekkers, the trail breakers, 
those who went in front, and had the 
boldest and the fiercest hearts. 


Houghton Mifflin $4.95 


India and the West 
Pattern for a common policy 
By BARBARA WARD 


In the last one hundred and fifty 
years, the face of the earth has been 
decisively changed. Just as, millennia 
ago, the growth of agriculture pushed 
the hunters and the nomads to the 
fringes of settled land, so, today, 
steadily and irreversibly, the new world 
of science technology, and industry is 
superseding the traditional world of 


subsistence farming and limited trade 

The process began in Britain with 
the first “break through” to the dy- 
namic economy. It spread _ through 
Europe and North America, producing 
new variants as it went, especially the 
dynamic and formidable variant of 
Communism. Now it is going out to 
the rest of the world—from the mod- 
ernized North to the underdeveloped 
South, from the heartland of Western 
society to the ex-colonial territories of 
Asia and Africa. Once again, there are 
sharp variants, and it is by no means 
certain that the ex-colonia! lands can 
make the transition without adopting 
the more brutal and disciplined meth- 
ods offered by Communism. 

This question may well be settled by 
the speed and effectiveness of the 
“break through” in India, where the 
chances of combining economic growth 
with an open society are most promis- 
ing. 
‘Miss Ward’s study first follows the 
development of the modern economy in 
the West, from its British origins to its 
Communist variants and on to the pres- 
ent stage of high mass prosperity in 
the Atlantic area. Then the lessons and 
patterns of this phase are examined in 
the Indian context and finally an at- 
tempt is made to link the two phases 
of world growth—West and East— 
into the pattern of a common policy 


Norton. $4.50 
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— with 1961-62 Investment-Business Prospects?—With Your Own Aims? 


_— of the securities you own may have 
been a good buy when you acquired them 
... but may be a better sale today. 


We have never advocated continuous 
switching of issues—but the conservative 
investor should be the first to replace any 
securities which, through change, no longer 
measure up to the standards of quality, in- 
come or growth he wants to maintain in his 
porfolio. 


Never before has there been such an ava- 
lanche of new products, “special use” ma- 
terials, new techniques — with activities 
ranging from the ocean depths to outer 
space. Certainly this is no time for a “do 
nothing” investment policy. 


It is the function of Investment Manage- 
ment Service, through careful, well-timed 
recommendations, to place and keep your 
investments “in line” with the march of 
scientific achievement, industrial advance- 
ment and investment opportunity. 


Expert Analysis of Your Present Holdings: 
Our first step in serving you is to make a 
detailed report—analyzing your credit list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 

Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth .. . 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1961- 
62 prospects and longer term profit poten- 
tials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consulation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 


S] o investors with $40,000 or more we shall be glad to send full information on 
Investment Management Service. Our annual fee is based on the current value of 
the securities and cash to be supervised—so if you will tell us the present worth of 
your holdings or list them for our evaluation—we shall quote an exact fee—and 
answer any questions as to how our counsel can benefit you. 





~ 
oS This mark tells you a product is made of modern, dependable Steel. 


How cold is up? We know that outer space can never be colder than minus 459.72° Fahrenheit—that’s absolute zero, the 
point at which all molecular motion ceases. We don’t know what coldness like this will do to materials, but we're finding out. 
Scientists are using a heat exchanger to produce temperature as low as minus 443° Fahrenheit. They test materials in this 
extreme cold and see how they perform. Out of such testing have already come special grades of USS steels that retain much of 
their strength and toughness at —50° or below; steels like USS ‘T-1” Constructional Alloy Steel, Tri-Ten High Strength Steel, 
and our new 9% Nickel Steel for Cryogenics applications. And the heat exchanger to produce the —443° Fahrennatt is 
Stainless Steel! No other material could do the job as well. Look 


around. You'll see steel in a lot of places — getting ready for the United States Steel 


future. USS, “T-1" and TRI-TEN are registered trademarks. 








